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By Mr. THAYER: A bill (H. R. 0254) granting an Increase 

of pension to Lydia K. Lane ; to the Committee on Invalid 
Pensions. 

By Mr. TOLLEY: A bill (H. R. 9255) to correct the naval 
record of John Lewis Burns; to the Committee on Naval 
Affairs. 

By Mr. TYDINGS: A bill (H. R. 9256) granting a pension 
to Eli Null; to the Committee on Invalid Pensions. 

By Mr. VESTAL: A bill (H. R. 9257) granting an increase 
of pension to Elizabeth J. Kirk; to the Committee on Invalid 
Pensions. 

By 1\Ir. WHITE of Maine: A bill (H. R. 9258) granting an 
increase of pension to Dora A. Murphy; to the Committee on 
Invalid Pensions. · 

By 1\Ir. WILLIAMS of Illinois: A bill (H. R. 9259) granting 
a pension to Lizzie Aarons; to the Committee on Invalid Pen­
sions. 

By Mr. WURZBACH: A bill (H. R. 9260) to authorize the 
appointment of Trumpeter Sol Black, retired, to the grade of 
first sergeant, retired, in the United States Army; to the Com­
mittee on Military Affairs. 

By Mr. WYANT (by request) : A bill (H. R. 9261) for the 
relief of Sheindel, Morris, Zechari, and Frieda Clateman : to 
the Committee on Immigration and Naturalization. 

Also, a bill (H. R. 9262) granting an increase of pension to 
Lida Jones ; to the Committee on Invalid Pensions. 

Also, a bill (H. R. 9263) granting a pension to Christopher H. 
Williamson; to the Committee on Pensions. 

By Mr. ZIHLl\IAN: A bill (H. R. 9264) granting an increase 
of pension to Mary Catherine Reid; to the Committee on In­
valid Pensions. 

PETITIONS, ETO. 

Under clause 1 of Rule XXII, petitions and papers were laid 
on the Clerk's desk and referred as follows: 

652. Petition of the board of aldermen of the city of New 
York, memorializing the Congress to pass House bill 5, a bill to 
amend the immigration act of 1924, known as the quota law, 
etc.; to the Committee on Immigration and Naturalization. 

653. By Mr. GARNER of Texas: Petition of druggists of 
Fort "\\T orth, Tex., favoring legislation for standardization and 
stabilization of price of drugs, etc.; to the Comm1ttee on Inter­
state and Foreign Commerce. 

654. By Mr. GRIFFIN·: Petition of the board of aldermen of 
the city of New York, urging Congress to pass House bill 5, 
amending the immigration act of 1924, known us the quota law, 
etc.; to the Committee on Immigration and Naturalization. 

655. By Mr. KINDRED: Resolutions adopted by the Cham­
ber of Commerce of the Borough of Queens, disapproving of the 
expenditure of public funds for the construction of a canal to 
oonnect the Great Lakes with the sea outside the boundaries of 
the United States; to the Committee on Riverfl and Harbors. 

656. Also, resolutions adopted by the board of aldermen of 
the city of New York, memorializing the Congre~s to pass House 
bill 5, a bill to · amend the immigration act of 1924, known as 
the quota law, etc.; to the Committee on Immigration and 
Naturalization. 

657. By Mr. LEAVITT: Resolution of the Woman's Club of 
Thompson Falls, Mont., favoring continuance of the provisions 
of the Sheppard-Towner maternity act; to the Com.ndttee on 
Interstate and Foreign Commerce. 

658. By Mr. LITTLE: Petition of citizens of Kansas, 
Oklahoma, and Missouri petitioning Congress to grant 
an increase of pension to veterans of Indian wars and their 
widows, holding that the present rate of $20 per month to 
the aged veterans and $12 per month to the widows to be 
wholly inadequate i to the Committee on Pensions. 

659. By Mr. O'CON1\TELL of New York: Petition of the 
Louis Halphen Post, No. 379, American Legion, of Legion, 
Tex., favoring the passage of House bill 4474; to the Commit­
tee on World War Veterans' Legislation. 

660. Also, petition of the Board of Aldermen of the City of 
New York, favoring the passage of House bill 5, a bill to amend 
the immigration act of 1924, known as the quota law, etc.; 
to the Committee on Immigration and Naturalization. 

661. By Mr. O'CONNOR of New York: Petition of the board 
of aldermen of the city of New York, memorializing the 
Congress to pass House bill 5, to amend the immigration act 
of 1924; to the Committee on Immigration and Naturalization. 

662. By Mr. WATSON: Resolutions passed by the National 
Guard Association of Pennsylvania, urging the prompt enact­
ment of legislati~n for the retirement of disabled e~ergency 
Army officers ; to the Committee on Military Affairs. 

SENATE 
FRIDAY, February 1~, 1928 

(Leglslative day of Monday, February 1, 1926) 

The Senate reassembled at 11 o'clock a. m., on the expira­
tion of the recess. 

Mr. SMOOT. Mr. President, I think we ought to have a 
quorum with which to begin the day. I suggest the absence 
of a quorum. 

The VICE PRESIDENT. The Secretary will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
Ashurst Ferris La Follette 
Bayard Fess Lenroot 
Blense Fletcher McKellar 
Borah Frazier McLean 
Bratton George McMaster 
Brookhart Gerry McNary 
Broussard Gillett Metcalf 
Butler Glass Moses 
Cameron Golf Neely 
Capper Gooding Norbeck 
Copelnnd Hale Norris 
Couzens Harreld Nye 
Cummins Han·is Oddie 
Curtis Harrison Overman 
Dale Heflin Peppet· 
Deneen Howell Phipps 
Dill Jones, Wash. Pine 
Edge Kendrick Ransdell 
Edwards Keyes Reed, Pa. 
Fernald King Robinson, Ind. 

Sackett 
Sheppard 
Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stephens 
Swanson 
Trammell 
Tyson 
TJndct·wood 
Walsh 
Warren 
Watson 
Weller 
Wheeler 
Willis 

Mr. SHEPPARD. The junior Senator from Texas [Mr. 
MAYFIELD] is absent on account of illness. This announce­
ment may stand for the day. 

Mr. SMOOT. I was requested to announce that the Sena­
tor from Oregon [Mr. STANFIELD] is engaged in the Committee 
on Public Lands and Surveys. 

Mr. NORRIS. I wish to announce that the Senator from 
California [l\lr. JoHNSON] is absent, due to illness. He has 
a general pair with the senior Senator from Arkansas [1\lr. 
ROBINSON]. I will let this announcement stand for the day. 

The PRESIDING OFFICER (Mr. WILLIS in the chair). 
Seventy-eight Senators having answered to their names, a 
quorum is present. 

ANNIVERSARY OF LINCOLN'S BIRTH 
Mr. WILLIS (Mr. BuTLER in the chair). Mr. President, 

inasmuch as this is the anniversary of the birth of a great 
American, it seems to me not inappropriate that we should 
pause for a moment to give thought to Abraham Lincoln and 
his great life. I therefore shall read a very brief editorial 
which appeared in the Washington Post of this morning, a 
beautiful tribute to a beautiful character. The title of the 
editorial is "Abraham Lincoln," and it is as follows: 

Every American-yea, every lover of liberty, under whatever flag­
should give thanks to-day to Divine Provid,ence for the gift of Abraham 
Lincoln to the world. He was born the poorest of. the poor. His lifQ 
was a struggle with the odds always apparently against him, and his 
mortal end was martyrdom. But his soul was a light that could not 
be quenched by hardship, misfortune, or death. It burns brightly now 
and will burn while men love liberty. 

Here, where Lincoln wrestled with Time and Fate, where he carried 
the Natlon on his shoulders, where he struck otr the shackles of a race 
and cemented the Union with his blood-here in Washington his spirit 
broods. Look upon the lowly place ot his death, gaze upon his 
memorial, contemplate his works, and remember that it is because of 
him that government of the people, by the people, for the people has 
not perished from the earth. 

Mr. BAYARD. Mr. President, following the editorial just 
read by the Senator from Ohio, it would seem to be very much 
in keeping if I should be allowed a moment to read a sonnet 
published in the Christian Century of date February 11, 1926, 
by Thomas Curtis Clark, entitled 

LINCOLN AT GETTYSBURG 

The whole world came to hear him speak that day 
And all the ages sent their scribes to see 

And hear what word the new land had to say 
Of God and man and truth and Uberty. 

Homer was there and Socrates .and Paul, 
ShakeBpeare and Luther, Pitt, Cavour, and Bright, 

With Washington-stanch friends of freedom all; 
Nor did he taU: he lifted there a light 

For all the earth to see, from fires of truth 
That surged within his breast. Yet that crude throng 

Of men lcnew not that tlu:ough this man uncouth 
God spake as through old prophets, stern and strong. 

. They turned away; these men, but angels bent 
From heaven to hear those flaming words, God-sent. - ' 
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PETITIONS AND YIDMORIALS 

Mr. ED,VARDS. I send to the desk a joint resolution 
adopted by the Legislature of the State of New Jersey relative 
to the naval alr station at Lakehurst, N. J., which I desire to 
have printed in the REcORD and referred to the Naval Affairs 
Committee. 

The PRESIDING OFFICER (Mr. WILLIS in the chair). 
It will be printed in the RECORD under the rule, and referred 
to the Committee on Naval Affairs. 

The joint resolution is as follows: 
Joint resolution memorializing the Congress of the United States to 

retain tbe naval air station at Lakehurst, N. J. 
Whereas the United States Government has at a great expense 

constructed and maintained a naval air station at Lakehurst, N. J.; 
and 

Whereas attempts are being made to remove the said sta t1on from 
the State of New Jersey, to the loss and detriment of the State: 
Therefore, be it 

Resolt'ea by the Senate ana General Assembly of the State of 
New Jersey: 

1. That t.he Congress of the United States be and the same is 
hereby requested to maintain the present naval air station at Lake­
burst, N. J., and further, to provide for the adequate maintenance 
thereof. 

2. That copies of this joint resolution, duly authenticated, be sent 
to the Vice President of the United States, the Speaker of the House 
of Representatives, and to the Senators and Representatives in the 
Congress of the United States from the State of New Jersey. 

3. That the Senators from this State and the Representatives from 
this State in the Congress of the United States be requested to use 
every effort to effectuate this resolution. 

4. This joint resolution shall take effect immediately. 
Approved February 9, 1926. 

STATE OF NEW JERSEY, 

DEPARTMENT OF STATE. 

J, Thomas F. Martin, secretary of state of the State of New 
Jersey, do hereby certify that the foregoing is a true copy of an act 
passed by the legislature of this State and approved by the governor 
the 9th day of February, A. D. 1926, as taken from and compared 
with the original now on file in my office. 

In testimony whereof I have hereunto set my hand and affixed my 
official seal at Trenton this lOth day of February, 1926. 

(SEAL.] THOMAS F. MARTIN, 

Secretary of State. 

Mr. EDGE subsequently presented a joint resolution adopted 
by the Legislature of the State of New Jersey, memorializing 
the Congress to maintain the present naval air station at 
Lakehurst, N. J., and to provide for the adequate maintenance 
thereof, which was referred to the Committee on Naval Affairs. 
(See joint resolution printed in full in to-day's proceedings.) 

A resolution similar to that presented by Mr. EDwARDS and 
Mr. EDGE was subsequently presented by the Vice President 
and referred to the Committee on Naval Affairs. 

Mr. WILLIS presented a petition of sundry members of the 
Izaak Walton I.1eague of America, Chapter No. 96, of Zoar, 
Ohio, praying for the passage of legislation to regulate the 
interstate shipment of black bass, etc., which was referred to 
the Committee on Interstate Commerce. 

REPORTS OF COMMITTEES 
Mr. HALE, from the Committee on Naval Affairs, to which 

was referred the bill (S. 2178) for the relief of Harry P. 
Creekmore, reported it without amendment and submitted a 
report (Rept. 168) thereon. 

l\lr. eEPPER, from the Committee on Naval Affairs, to 
which was referred the bill (H. R. 7348) for the relief of 
Joseph F. Becker, reported it without amendment and sub­
mitted a report ( S. 169) thereon. 

A bill (H. R. 7348) for the relief of Joseph F. Becker (Rept. 
No. 169). 

Mr. HARRELD, from the Committee on Indian Affairs, to 
which were referred the following bills, rep01 ted them severally 
without amendment and submitted reports thereon: 

A bill (S. 850) for the relief of Robert A. Pickett (Rept. No. 
170); 

A bill ( S. 2334) authorizing the sale and conveyance of cer­
tain lands on the Kaw Reservation in Oklahoma (Rept. No. 
171); 

A bill (H. R. 97) authorizing an appropriation of $50,000 
from the tribal funds of the Indians of the Quinaielt Reserva­
tion, Wash., for the completion of the road from Taholah to 
Moclips on said reservation (Rept. No. 172) ; 

A bill (H. R. 5850) authorizing an appropriation for the 
payment of certain claims due certain · members of the Sioux 

Nation of Indians for damages occasioned by the destruction 
of their horses (Rept. No. 173) ; and 

A bill (H. R. 6727) to authorize the Secretary of the In­
terior to issue certificates of competency removing the restric­
tions against alienation on the inherited land~ of the Kansas 
or Kaw Indians in Oklahoma (Rept. No. 174). 

Mr. HARRELD also, from the Committee on Indian Affairs, 
to which was referred the bill ( S. 1550) to appropriate certain 
tribal funds for the benefit of the Indians of the Fort Peck 
and Blackfeet Reservations, reported it with an amendment and 
submitted a report (No. 175) thereon. 

He also, from the same committee, to which was referred the bill 
(S. 1834) providing for remodeling, repairing, and improving 
the Pawnee Indian school plant, Pawnee, Okla., and providing 
an appropriation therefor, reported it with amendments and 
submitted a report (No. 176) thereon. 

BILLS AND JOINT RESOLUTION INT1WDUCED 

Bills and a joint resolution were introduced, read the fir~t 
time, and, by unanimous consent, the second time, and referred 
as follows: 

By Mr. WHEELER: 
A bill (S. 8107) conferring jurisdiction upon the Court of 

Claims to hear, examine, adjudicate, and enter judgment in 
any claims which the Flathead Tribe or Nation of Indians of 
Montana may have against the United States, and for other 
purposes; to the Committee on Indian Affairs. 

By Mr. NORRIS: 
A bill ( S. 3108) to amend section 2 of the act of June 7, 

1924 ( 43 Stat. L. p. 653), as amended by the act of March 3, 
1925 ( 43 Stat. L. p. 1127), entitled "An act to provide for the 
protection of forest lands, for the reforestation of denuded 
areas, for the extension of national forests, and for other 
purposes, in order to promote the continuous production of 
timber on lands chiefly suitable therefor " ; to the Committee 
on Agriculture and Forestry. 

By Mr. COPELAND: 
A bill (S. 3109) granting an increase of pension to Joseph 

P. Carey; to the Committee on Pensions. 
By Mr. HALE : 
A bill ( S. 3110) to authorize certain officers of the United 

States Navy to accept from the Republic of Haiti the medal 
of honor and merit; to the Committee on Naval Affairs. 

By Mr. FERNALD: 
A bill ( S. 3111) granting an increase of pension to Emma 0. 

Fuller (with accompanying papersf; to the Committee on 
Pensions. 

By Mr. HARRELD: 
A bill ( S. 3112) for the relief of the estate of Charles Le Roy, 

deceased ; to the Committee on Post Offices and Post Roads. 
By Mr. SHEPPARD: 
A bill (S. 3113) for the relief of Myron J. Conway, Frank 

W. Halsey, et al. (with accompanying papers) ; and 
A bill ( S. 3114) for the relief of Harry E. Menezes (with 

accompanying papers) ; to the Committee on Military Affairs. 
By Mr. JONES of Washington: 
A joint resolution ( S. J. Res. 54) to provide for the printing 

of the Commerce Yearbook (with an accompanying memo­
randum) ; to the Committee on Commerce. 

CHANGE OF REFERENCE 

On motion of Mr. FERRIS, the Committee on the Judiciary 
was discharged from the further consideration of the bill 
( S. 2885) to establish a laboratory for the study of the 
abnormal classes, and it was referred to the Committee on 
Education and Labor. 

AMENDMENT TO AGRICULTURAL APPROPRIATION BILL 

Mr. PHIPPS submitted an amendment proposing to increac:;e 
the appropriation for soil-fertility investigations int6 organic 
causes of infertility and remedial measures, maintenance of 
productivity, properties, and composition of soil humus, and 
the transformation and formation of soil humus by soil organ­
isms, from $52,000 to $72,000, intended to be proposed by him 
to House bill 8264, the Agricultural Department appropriation 
bill, which was referred to the Committee on Appropriatious 
and ordered to be printed. 

PRESIDENTIAL APPROVAL 

A message from the President of the United States by Mr. 
Latta, one of his secretaries, announced that on the 12th 
instant the President bad approved and signed the act ( S. 
1423) to relinquish the title of the United States to the land 
in the donation claim of the heirs of J. B. Baudreau, situate 
in the county of Jackson, State of Missis ippi. 
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A CENTURY OF TRANSPORTATION PROBLEMS (8. DOO. NO. 62) 

Mr. OVER:\iAN. Mr. President, out of order I ask unani­
JllOUS consent to have printed as a Senate document an address 
by Clyde B. Aitcbison, of the Interstate Commerce Commission, 
on A Century of Transportation Problems. 

The PRESIDING OFFICER (Mr. OnniE in the chair). Is 
there objection? The Chair hears none, and it is so ordered. 

TAX REDUCTION 

The Senate as in Committee of the Whole, resumed the con­
sideration of' the bill (H. R. 1) · to reduce and equalize taxa­
tion, to provide revenue, and for other purposes. 

Mr. BORAH. Mr. President, I have a telegram to which 
I de~ire to direct the attention of the Senators who are in 
char(J'e of the pending b1ll. I have not myself examined the 
matt~r and perhavs would have some difficulty in ascertaining 
the facts with reference to it. The telegram, however, states 
that House tax bill, section 203 (c), page 11, has a provision 
" which will e:x.empt from taxation dividend that was paid 
on electric bond and share stock early in 1925, and also many 
other similar dividends." I ask the Senator from Utah in 
charge of the bill, and those who are particularly familiar 
with it, to take into consideration this matter, as I shall call 
it up later. 

Mr. SMOOT. Will the Senator :from Idaho hand me the 
telegram? 

Mr. BORAH. Certainly. 
Mr. NORRIS. Mr. President, I send to the Secretary's desk 

an amendment, which I offer, and I ask that it may be read. 
The PRESIDING OFFICER (Mr. WILLIS in the chair). 

The amendment proposed by the Senator from Nebraska will 
be stated. 

The CHIEF CLERK. On page 43, after line 13, it is proposed to 
insert the following proviso : 

Provided, That the excess value above $5,000 of any gift, bequest, 
devise, or inheritance shall be considered and accounted for as gross 
income: Provided further, That any gift, bequest, devise, or inheritance 
from a husband to his wife or from parent to son or daughter shall not 
be considered as gross income except as to the excess of such gift, 
bequest, devise, or inheritance above $50,000. 

Mr. SMOOT. :Mr. President--
Mr. NORRIS. I yield to the Senator from Utah. 
:Mr. SMOOT. I have not a copy of that amendment on my 

files. 
Mr. NORRIS. I will give the Senator a copy of the amend-

ment. 
Now, Mr. President, I should like to have the attention of 

the Senate for a few minutes in order that I may explain what 
this amendment is. The pending bill commencing on page 41, 
under that part of the bill relating to personal income taxes, 
defines gross income and tells, first, what shall be included in 
gross income, and t11en gives a list of the items that shall not 
!}e included in gross income. One of those- lists is numbered 
(3), on pa(J'e 43, which as proposed to be amended by the 
Senate committee reads as follows : 

(3} The value ot property acquired · by gift, bequest, devise, or in­
/ heritance (but the income from such property shall be included 1n 

gross income}. 

On that page is an enumeration of the items that shall not 
be included in gross income. It will be noticed that any gift, 
devise, or inh~ritance, however large or from whatever source, 
is exempt from personal income tax. It ~s very appropriate 
that there should be such an exemption in the law when gifts, 
inheritances, or bequests or whole ·estates are taxed at some 
other place in the law, and, I take it, the main reason why 
this exemption is put in-that is, why such items are not to 
be included in personal income-tax returns--is because in an­
other place in. the present law they are separately taxed, as 
the law now on the bookR taxes estates. 

That part of the law having been repealed, the:re peing no tax 
now, so far as the pending bill is concerned, upon gifts, bequests, 
devises, or inheritances, it seems to me that the reason for this 
exception absolutely fails. Unless some amendment similar to 
the one which I have offered is included in the bill, although tho 
estate tax is repealed, income coming to individuals either by 
gift or by operation of law will go untaxed. 

Mr. SIID10NS. I wish to understand the Senator's proposi­
tion. Does the Senator mean to say that 11' there shall be no 
inheritance tax, then the heir or devisee under a will shall be 
required . to return as earnings the entire amount he shall 
receive? -

Mr. NORRIS. The entire amount th1,lt he receives. · 
Mr. SIMMONS. And pay an income tax upon that as gain? 

LXVII-242 

Mr. NORRIS. Pay an income tax upon that. 
Mr. SIMMONS. Is be to pay an income tax on it as a gain? 
Mr. NORRIS. He pays on it as income. 
1\Ir. SIMMONS. Re will pay an income tax on it as so. much 

earned or so much profit a7;ising froi!l his oper!ltions? , 
Mr. NORRIS. He will pay It just the same as he pays on any 

other item of income ; it is income. 
Mr. SIMMONS. I merely wish to understand the Senator'i:! 

proposal. 
1\fr. NORRIS. Of course it is not earned, and he pays on it 

as income. 
Mr. FLETCHER. 1\!r. President, do I understand the Sen­

ator's amendment to mean that he is sub tituting a succession 
tax really in place of an estate tax:? 

Mr. NORRIS. It has that effect. It would in effect be an 
inheritance tax instead of an estate tax. It would not go up 
nearly so high as the present estate tax does. It would be 
accounted for as gross income; it would be subject to all the 
exemptions that the gross income is subject to, and then it 
would be taxed like any other income subject also to the exemp­
tions provided in the amendment in addition to the exemptions 
that are provided by law on personal incomes. Do I make it 
plain now? 

Mr. SIMMONS. Does the Senator also mean that if a person 
is the recipient of a gift not dependent upon the death of any­
body he shall be required to return that as so much income on 
his part and pay a tax on it? 

l\Ir. NORRIS. Yes, sir; that is just what it means, subject, 
of course, to the exemptions provided by law. There are ex­
emptions that apply to income in the income tax law. This 
would be subject to all of them, because the amount received 
would be a part of the gross income, and it would be subject, 
in addition to those exemptions, to the exemptions provided in 
the amendment itself. 

l\Ir. WALSH. Mr. President--
The PRESIDING OFFICER. Doe the Senator from Ne­

braska yield to the Senator from Montana? 
Mr. NORRIS. I yield to the Senator. 
Mr. WALSH. The Senator from New Mexico [Mr. JoNES] 

has proposed an amendment which was to take the place of 
the estate tax, entitled an inheritance tax, which imposes upon 
inheritances practically the same rates of tax which are im­
posed by the bill upon incomes generally, and graduated in the 
same way. I take it that the amendment now offered by the 
Senator from Nebraska will accomplish practically the same 
result as would the Jones amendment. 

~fr. NORRIS. Yes, sir. 
Mr. SMOOT. No; I do not think it would. 
Mr. KING. I do not think so. 
Mr. NORRIS. Oh, there will be some difference between the 

two, but if the Jones amendment were agreed to and should 
become a part of the bill I would not offer my amendment. 

:Mr. SDll\fONS. The principle is the same. 
Mr. NORRIS. Yes. 
Mr. SIMMONS. But the tax under the amendment of the 

Senator from Nebraska is higher. 
Mr. NOllRIS. The tax is higher under the Jones amend­

ment .. 
Mr. SIMMONS. That is not my impression. 
Mr. NORRIS. My amendment provides the same rates as 

on the income up to the last bracket, so that the rate may 
reach 20 per cent. 

.Mr. SIMMONS. If the Senator will pardon m<r--
Mr. NORRIS. By turning to the bill I can tell the Senator 

exactly what it would be. -
Mr. SIMMONS. I have not read the Jones amendment 

recently. The S~ator from New Mexico introduced it on 
the 24th of January, I think, but I have forgotten it. I 
am sure, however, the Jones amendment, like ;all amendments 
of that character, began by levying a very low tax upon 
small estates, and rather a heavy tax u:v<>n th9 ~rger 
estates. 

Mr. NORRIS. That 1s what this i}oes. 
Mr. SIMMONS. I do not think that tne ma:x.imum in the 

Jones amendment went very high, but I do not recall the exact 
rates. 

Mr. NORRIS. I will ask the Senator from Montana to 
tell us. I think he bas the Jones amendment before him. 

Mr. WALSH. I have the Jones amendment before me, and 
the rate ls 21 - per -cent upon inheritances above $5,000,000 
and it is 11 per- cent on inheritances between $1,000,000 and 
$2,000,000. It begins at 1 per cent at $50,000. 

Mr. SIMMONS. Senators will readily see that under the 
Jones amendment on inhel1tances between a mlllion and two 
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million the recipient would pay 11 per cent, while under the 
revenue law imposing taxes upon individuals if inheritances 
were returned as income they would pay at that point, I sup­
pose, a rate of 30-odd per cent. 

1\:Ir. NORRIS. What? 
Mr. SIMMONS. Thirty-odd per cent. 
Mr. NORRIS. No; it never goes above 20 per cent. 
Mr. SIMMONS. I mean under the act of 1924, the present 

law. 
l\Ir. NORRIS. I am not speaking about the present law. 
Mr. Sli\11\IONS. Under the pending bill there would be a 

flat tax of 20 per cent, of course. 
l\Ir. NORRIS. Yes; and it would never go above that. 
Mr. SIMMONS. That would be 20 per cent against 11 per 

cent. 
Mr. NORRIS. Yes. 
Mr. SIMMONS. Then what I said is true; the rates under 

the amendment of the Senator from Nebraska are higher. 
:Mr. NORRIS. All right; I am glad of it. Anybody receiving 

a million dollars from a bequest will not be called upon to 
pay an unreasonable tax if he pays on the excess of $100,000 
20 per cent. A bequest, gift, o:r devise, with very _few exceptions, 
comes without any effort on the part of the recipient. That is 
especially true of the large gifts. The large inheritances come 
without any effort. They come without even the crooking o.f 
a finger. If somebody should die and leave me $1,000,000, 
under the bill as it now stands that would be absolutely tax 
free. If my amendment were agreed to, the tax on it would 
go up gradually, and the excess above ~100,000 would pay a 
tax of 20 per cent. Would that be a hardship on anybody who 
gets something for nothing? Is it right for those who have to 
toil and work and then pay an income tax on their savings 
that the man who neither toils nor spins should go tax free if 
somebody gives him something. 

Let us take two men and start them out together. One of 
them works. He may be a lawyer; he may be a doctor; he 
may be a farmer ; he may be a business man ; but he toils 
night and day, saves his money, and at the end of the year, 
let us say, he has a net income of $12,000. He is taxed un it. 
He has to pay a tax on it. 

Now, take the other man, who does nothing. He may be a 
loafer. He may be ~ perfectly respectable man, but he does 
nothing in the way of producing anything for himself or any­
body else. He does not make a cent. He does not do a par­
ticle of work during the year, either with his hands or with 
Lis brain; but some rieh man leaves him $12,000 as a pure gift. 
That is tax free under this bill. He gets it without the pay­
ment of a penny. Why should not that be part of his income? 
Why should he not pay a tax on it the same as the man who 
makes a like amount of money by his toll and his labor? 

Let us say that a man who is operating a mercantile estab­
lishment, running a store in the city of Washington, makes 
out of his business $12,000 in a year. He is taxed for it. I 
am not complaining about it; but that is the law. I think he 
ought to be taxed. That is the law. Ite must pay a tax on 
his own energy, on his own efforts. He pays that out of his 
net income. Is it right or is it fair to that man that some 
other fellow who does not do anything, who lives perhaps on 
the income of a parent w-ho is supporting him, and the parent 
dieR during the year and gives to this son of his $12,000, gets 
it tax free? Can any man defend that? Is there any place 
in the world where that kind of a law can be defended? Is 
there any justice in that kind of a law? 

Do you say it is a hardship for him to pay the tax? 'Vhat 
about a man who works and makes the money? Is it a hard­
ship on him? If $12,000 came to a man out of thin air, would 
tt not be a little easier for him to pay a couple of hundred dol­
lars tax on that $12,000 than for the man who had to earn it? 
Would it not be fair that he should, especially as against the 
millions of men who are paying slm1lar· taxes on what they 
earn and what they make by their ton? 

Suppose the amount is larger. Suppose he gets out of thin 
air a million dollars. Is it any hardship to him to pay 20 
per cent on the excess of that mill1on dollars above $100,000, 
and a smaller rate running down? 

Now, let UB take up the man who is pleading for the widow 
tllat we have heard of several times in the debate, whose heart 
bleeds for the poor orphan and for the widow. Where will 
this amendment leave thPm? 

Suppose the widow gets $100,000. That is counted as gross 
income. In the first place, she has all the exemptions allowed 
by law. In the next place, she has an exemption, free of tax, 
of $50,000, and a very light tax on what is left, because it only 
goes to $100,000. It would not be as much as $50,000, because 
other exemptions would come in. There would be, perhaps, 
$45,000 that would be taxed at a very low rate, the lowest 

bracket in the income tax; and lf Senators think that exemp­
tion is not enough, I have not any objection to making it 
$100,000. I do not want to impose any hardship on the widow. 
lf she ought to have $100,000 tax free, let us give it to her; 
but you do not give it to her tax free if her husband made 
that money by his work and his labor. He pays the income 
tax even though he dies before it is actually paid. In that 
event it is taken out of his estate before the widow gets it, 
and it is taken out at the same rate at which this amendment 
provides that it shall be taken out. 

Mr. DILL. Mr. President, will the Senator yield? 
Mr. NORRIS. I yield to the Senator from Washington. 
Mr. DILL. I desire to suggest that this amendment has the 

added value of taking out the estate or inheritance tax of a 
State before any Federal burden is placed upon the amount re· 
ceived. In other words, a State that has a large estate tax 
would take its tax out of the amount received by the widow 
or by the devisee or by the person to whom it went before it 
would be considered as income at alL 

Mr. NORRIS. Yes. 
Mr. DILL. And to that extent the burden of the Federal tax 

would be lessened and it would be equalized. 
Mr. NORRIS. It would; and, Senators, remember that this 

tax would be less than an estate tax, even if the rates were 
absolutely the same. This does not tax the whole estate. It 
is possible under this amendment for a man with a million­
dollar estate to escape taxation entirely if it is divided up into 
small enough amounts to come within the e:x:emptfon. 

The point made by the Senator from Washington ought to 
receive consideration here. And right along that line I want 
to call your attention to the fact that if we had u 20 per cent 
estate tax that applied to all the estate, and we repealed it 
and provided, as this amendment does, in a case where a man, 
let us say, bad $100,000, and he divided it up among four chil· 
dren and gave them $25,000 each, they would all be free from 
tax. If we had an estate tax it would tax the estate, and 
because of its size it would get up into the larger brackets; 
but in the case I have put, where an estate of $100,000 is 
divided into four equal parts, each of those parts would be 
entirely tax free. 

Suppose a man dies with an estate of $150,000, and he has 
five children and a wife, and suppose he gives to the wife 
$50,000 and he divides the $100,000 up among the five children. 
That would ,P.ve each one of them $20,000. Row would that 
work out? They would all be free from tax, because the 
exemption provided in this amendment is not only $50,000 to 
the wife but $150,000 to every child. 

Let us take a larger estate. Suppose the man died leaving 
$200,000, and suppose he gave his wife $50,000. That would 
leave $150,000. Let us suppose that he had three children, 
and he gave each one of them $50,000. They would not pay 
a cent tax-not one penny-under this amendment. It would 
all be exempt. 

Personally, I do not think those exemptions ought to be so 
liberal, because I think the money ought to be accounted for 
as income and ought to take the same exemptions that every­
body else has to take in his · income tax. But if it is liberality 
you want, and if there is not enough liberality here, and there 
is any objection to an exemption of $50,000 to the widow on 
the ground that it is too small, let us exempt her to the amount 
of $100,000. I think that meets the widow and the orphan 
argument. 

When we get up into the big estates, $10,000,000 or $40-, 
000,000, if we had an estate tax it would be leYied on the entire 
amount; but in this case if the man had seven or eight chll­
dren with a $1,000,000 estate he would divide it up into amounts 
that would be somewhere near $100,000 apiece, perhaps. 

If the bequests were to his children in each case, $50,000 
would be exempt, and only $50,000 would pay an income tax at 
the very lowest rate in the lowest bracket; and if each one or 
these heirs that got $100,000 had five chilllren they would be 
entitled to the exemption for every child. If each one had a 
wife, they would be entitled to the exemption for the wife. 
They would be entitled to the fiat exemption providod for in 
this bill. 

I should like to have Se.qators, I should like to have anybody, 
point out the injustice of this. I should lli~e to have somebody 
rise here and tell where this would be a hardship upon any­
body. I should like to have anybody, if there is an argument 
against it, tell why the man who makes an income by his labor 
and his toll should be taxed, whlle the man who gets it for 
nothing should go scot-free, without any taxation. 

But that is not all. This amendment would raise a good 
deal of revenue. I can not say how much it would raise. I 
have made no computation. It has been difficult-to say, because 
I presume the e:x:perience of the estate tax law that we have 



,· 

1926 CONGRESSIONAL RECORD-. . SEN .ATE 3833 
had would not be much of a guide here, because this would 
be much less. The rate would be -much lest~. because it is 

·figured on amounts that are always smaller ; but it would raise 
a large amount of revenue. 

Mr. SMOOT. A quarter of a million dollars 
1\!r. NORRIS. A quarter of a million dollarR in a year? 
Mr. SMOOT. Not more than that. 
Mr. NORRIS. The Senator from Utah says it wou1d raise a 

quarter of a million dollars. I think it would raise several 
million dollars, but I am going to take his figure now. Sup­
pose it raised only a quarter of a million dollars. With very 
few .exceptions it comes from people who are getting something 
for not)Jing. Why should they not pay? Why, that is a baga­
telle. My own idea is that it would raise seyeral million dol­
lars. It would help to relieve some of the taxes that hav.e been 
excluded from this bill. Secretary Mellon, I understand; say~ 
that we har-e reduced so many taxes that there wm be a deficit 
ne:xt year, or words to that effect. This will help to relieve it, 
and it will come fi·om a source where there will never be any 
agony, where there will never be any effort, where there will 
never be any hardship, in the payment of the light tax that 
thi · amendment imposes. 

Mr. President, I am not going to take up the time of the 
Senate unless some one can produce here something in the 
way of an objection to this kind of a ta:x. I have not heard 
any. I do not believe that any can be produced. For the 
preRent I yield the :floor, in the hope that if there is any 
valid and good objection to this amendment, somebody will 
state it. 

Mr. SMOOT. Mr. President, just a word. 
The Senator from Nebraska says this is· no hardship; 

that these amounts will escape taxation unless we adopt this 
amendment. Why, Mr. President, if this amendment is 
adopted we will be imposing triple taxation. The man who 
made the money, as long as he was alive, was taxed on all of 
his income. The money that he gets is taxed under the law 
to-day. 

Mr. NORRIS. Mr. President, may I ask the Senator a 
que tion? 

I\Ir. SMOOT. Yes. 
Mr. NORRIS. Suppose he made his money by the invest­

ment of bis estate in tax-exempt securities? 
Mr. SMOOT. Well, that may be one case where he would 

not be taxed. 
Mr. NORRIS. A.ll right. There has been a good deal said 

by those who are opposing high i.ncome taxes to the efrect 
that they drive money into tax-free securities and it thus 
escapes taxation. That would not apply here. Then, another 
thing, if the Senator will permit me: He says this is not only 
double but triple taxation. 

Mr. SMOOT. Yes. 
Mr. NORRIS. The same thing that the Senator has said 

about the inheritance tax or estate tax will apply to every 
inheritance tax and every estate tax that we have ever had. 

:Mr. SMOOT. It goes further in this respect. The gift tax 
was never thought of or imposed at a time when there was 
an estate tax. The gift tax was put into the law for the 
purpose of preventing the evasion of estate taxes by giving the 
money away. That is the object of a gift tax. If we have 
no estate tax, there i no reason why the gift tax should be on 
the statute books. All we have to do is to disagree to the 
estate tax. Then the House provision will be passed, and 
that is provided for in the House text in these words: 

Where within two years prior to his death and without such a 
consideration the decede:nt has made a trahster or transfers by trust 
·or otherwise, of any of hls property, or an interest therein, not ad­
mitted or shown to have been made in contemplation of or illtended 
to take effect in possession or enjoyment at or after his death, and the 
value or aggregate value, nt the time of such deatll, of the property 
or interest so transferred to any one person is in excess of $5,000, then, 
to the extent of such excess, such transfer or transfers shall be deemed 
and lleld to have been made in contemplation of death within the 
meaning of this title. 

Mr. NORRIS. Yes; there is just as much reason. Parties 
can avoid this tax by a gift, if it is not included, just the 
same as in the case of an e:'3 tate tax. The point I want to 
make is this, if the Senator will permit me, that he has called 
attention to what is in the bill as it passed the House. We do · 
not expect both the e provisions to remain in the bill. 

Mr. SMOOT. I called it to the attention ot the Senate 
because of the fact that if there is no eBtate tax there is no 
reason for a gift tax. 

Mr. NORRIS. There is a reason for a gift tax if there is 
an estate or an inheritance tax. This provision is in the 
nature of an inheritance tax, and therefore a gift tax is just 
as necessary as though it were an estate tax. Besides--

Mr. SMOOT~ I will ask the Senator to wait until I answer 
his question. 

Mr. NORRIS. I beg the Senator's pardon; I do not want to 
intrude on his time. · 

Mr. SMOOT. The Senator knows very well that I have no 
objection to hi.s interrupting me. 

The Senate of the United States, through its action, has de­
cided that there should be no estate tax, and in that action it 
has stricken from the bill as 1t passed the House the provision 
I · have just read. When it goes into conference it will be a 
part of the blll. 

Mr. DILL. Mr. President, is the Senator arguing against 
the amendment offered by the Senator from Nebraska on the 
theory that the conference is going to adopt the House pro­
visi.on? 

Mr. SMOOT. No. If th~ Senator will permit, I want to 
answer the question of the Senator from Nebraska. I say 
this is triple taxation, and I want to show that it is. 

:;\fr. DILL. The Senator was stating, as a reason for not 
adopting the amendment, the fact that the House provision 
might be adopted in conference. Is the Senator now saying 
that the Senate conferees will accept the House provision? . 

Mr. SMOOT. I did not say any such thing. 
1\fr. DILL. · Then why present it as an argument? 
Mr. SMOOT. I said that if they did, the House provision 

would take care of gifts, but if they did not accept ·u, there 
was no need of the gift tax. 

1\Ir. NORRIS. Will not the Senator concede that there is 
necessity for a gift tax if we have an inheritance tax? 

Mr. SMOOT. No; I do not think there is the least reason 
for it. 

Mr. NORRIS. Then the Senator would permit anyone to 
evade the payment of an inheritance tax entirely .by simply 
making gifts. . 

Mr. SMOOT. If there were no inheritance tax, there would 
be no need of it. 

l\fr. NORRIS. I admit that; if there is neither an estate 
tax nor an inheritance tax, then we do not want any gift tax. 
I concede that. 

1\lr. SMOOT. That is just my position. 
Mr. NORRIS. But if this amendment goes into the bill, we 

will have something in the nature of an inheritance tax, and 
the gift tax must remain in the bill to make it effective. 

Mr. SMOOT. If the Senate provision shall be disagreed to 
i.n conference, as I said before, then, of course, the House 
provision taking care of this tax will be in the law. 

Mr. REED of Pennsylvania. Mr. President, will the Sen­
ator permit a suggestion? 

Mr. SMOOT. Certainly. 
Mr. REED of Pennsylvania. I think both the Senators are 

forgetting that gifts which are made to defeat the inheritance 
tax are perfectly well dealt with without any gift tax. That 
Jrovision is very liberal in the inhertance tax law that is now 
in effect. A. gift made to defeat the inhe1·itance tax is clearly 
caught by that. We do not need a gift tax to accomplish it. 

1\fr. KING. Mr. Pre ident, will my colleague yield? 
The PRESIDING OFFICER. Does the Senator from Utah 

yield to his colleague? 
Mr. SMOOT. I yield. 
lli. KING. To see if I understand the Senator from Ne-

1\Ir. NORRIS. May I interrupt the Senator again? braska, permit me to ask this question: If we eliminate from 
Mr. SMOOT. Certainly. the bill all estate taxes and all inheritance taxes, so that if a 
:Mr. NORRIS. Does the Senator think that is an argument man should die the ne:I:t day after the passage of the. bill his 

against this amendment? Nobody expects that when the bill estate would pay no tax on his estate, and there would be no 
goes to conference this amendment and the House provision inheritance tax. I do not quite follow the Senator in saying 
taxing inheritances will both remai.n in the bill. As I said that the bill takes care of gifts -in futuro. 

' frankly, 1f -we had an estate tax, taxing this money otherwise, Mr. REED of Pennsylvania. I did not mean to say that. 
or an inheritance tax, taxing it otherwise, I would not offer What I mean to say is that the present inheritance tax law, 
the amendment. I which is in effect at this minute, is so reenforced by the pro­

:Mr. S:MOOT. If we do not have an estate tax, then there vision relating to gifts made in contemplation of death that 
is no necessity for the gift tax. the gift tax is really unnecessary, even under the present law. 
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If the Senate has to recede on its repeal of the estate tax­
and I do not for one minute admit that I think that is 
probable-

l\Ir. KING. I hope the Senate conferees will be com~elled 
to recede. 

Mr. REED of Pennsylvania. The Senator is welcome to his 
hopes, and he knows mine are directly contrary to his~ I hope 
the conferees of the Senate will stand adamant against any 
yielding on that point. But if they have to yield, then gifts 
in contemplation of death are adequately dealt with in the 
text of the House. 

Mr. SMOOT. That is exactly what I stnted. 
1\Ir. KING. May I ask my colleague a question, and it is 

really a reply to the Senator from Pennsylvania? Assume 
that we agree to the amendment offered by the Senator from 
Nebraska, and in conference the conferees have before them, 
first, the disagreeing vote of the Senate on the Hou e provi­
sion, and have also the amendment offered by the Senator 
from Nebraska, the whole subject will be there before the con­
ferees · and if the conferees recommend a recession from the 
action 'of the Senate and the acceptance of the House provision, 
necessarily the amendment offered by the Senator from Ne­
braska would also go out, and we would revert to the House 
provision; whereas if we accepted the action of the Finanre 
Committee in rejecting the House provision, we might fall 
back upon, and the House might accept, the amendment offered 
by the Senator from Nebraska. 

·l\Ir. SMOOT. But the Senator from Nebraska himself ad­
mits that there is no necessity of it in that case, and why 
undertake to put in the bill something which we know is 
going to .do no good? 

Mr. KING. I do not quite follow the Senator from Nebraska 
in making that broad admission. 

Mr. SMOOT. I think the Senator from Nebraska is abso-
lutely correct. 

· 1\Ir. LENROOT. The Senator from Nebraska includes in­
heritances 1n his amendment? 

Mr. NORRIS. Yes; of course I do. 
Mr. SMOOT. I understood the Senator from Nebraska to 

say that if there were no estate tax there would be no neces­
sity for n gift tax. 

Mr. NORRIS. If there is no estate tax and no inheritance 
tax. 
~r. SMOOT. It is the same thing. 
Mr. NORRIS. In other words, if the provision of the House 

is wiped out in conference, as we wiped it out in the Senate, 
and this amendment is defeated here, then there will be in the 
bill neither inheritance tax nor estate tax, and there will be 
no n~ed for a gift tax. 

Mr. SMOOT. There is no need of a gift tax. 
Mr. NORRIS. But there is just as much reason for a gift 

tax with this provision in as there would be for a gift tax 
with the House provision in. 

Mr. SMOOT. I said that this amendment is triple taxation, 
and I want to explain it. 

Mr. HOWELL. Mr. President, will the Senator yield? 
:Mr. SMOOT. Just walt until I explain that, and then I 

will yield. 
First, the man who makes the money, while he is making it, 

pays a tax upon every penny of his income. If that money 
comes to an individual through a bequest or by inheritance, 
then the one who receives the money is taxed by the State. 
There are only three States in the Union which are not in a 
position to impose such a tax. 

Mr. NORRIS. This amendment does not tax the man who 
made the money. • 

Mr. SMOOT. But he has already been taxed upon the money 
which he gives away. 

1\lr. NORRIS. No. 
l\Ir. SMOOT. On every dollar he makes. 
l\Ir. NORRIS. He pays a tax just as anybody else does. 
~Ir. SMOOT. Certainly; he is taxed. 
Mr. NORRIS. We are proposing to tax the man who gets 

it, and gets it for nothing. 
Mr. SMOOT. But the State does that. The State taxes 

him. 
Mr. DILL. Not all the States. 
lllr. SMOOT. With the exception of three. 
Mr. DILL. Well, there are those three. 
Mr. SMOOT. We are not legislating for three States. That 

is a matter for the States to decide. But practically f1,11 flle 
States are taxing estates. Under the amendment if it is 
agreed to, we have the third tax to be imposed, and I do not 
think that is justified. 

l\!r. DILL. The Senator will agree that that is not in 
addition to what the inheritance tax would be. The Senator's 
argument applies to the Federal inheritance tax in the same 
way . 

Mr. HO'WELL. Mr. President, I want to ask the Senator 
a question. How long ago did the majority of the States 
adopt the inheritance tax? 

1\Ir. SMOOT. I do not know which State has most recently 
passed such a tax law. 

Mr. HOWELL. I mean the earliest State. 
Mr. REED of Pennsylvania. Pennsylvania adopted one 

in 1834. 
Mr. HO\VELL. Has it been in constant effect since that 

time? 
Mr. REED of Pennsylvania. Yes. 
1\It·. DlLL. I may say to the Senator that the Federal 

Government had an inheritance tax in 1797. 
1\Ir. HOWELL. But that was repealed subsequently. 
M:r. Sl\!OOT. Of course, it was a war measure, and during 

every war we have had from that time down to this date we 
have always had an estate or inheritance tax, and I say to 
the Senator that we always will have one whenever we are 
in war. 

Mr. DILL. We ought to have one untll the war debt is 
pat d. 

Mr. HOWELL. I want to call the attention of the Senator 
from Utah to the fact that there are thou~anda of estates 
in this country to-day that were not earned by the present 
beneficiaries. ~ 

1\Ir. ~MOOT. But those estates have been paying right 
along un the income from the estates. 

Mr. HO"WELL. True, but I am talking about the principal. 
The pt·incipal was inherited before we proceeded to levy an 
income tax and an inheritance tax. Therefore, there are 
thousands of estates in the country which would not suft'er 
triple taxation it a pro'Vlslon such ·as the amendment pre­
sented by my colleague were adopted. 

Mr. Sl\IOOT. The third step in taxation is when the estate 
is transferred to the party receiving it There is no doubt 
about that at all. 

Mr. HOWELL. But the Senator is stressing the idea that 
because of national estate taxes, income taxes, and so on, ther9 
would be triple taxation. 

Mr. S::\IOOT. Outside of the income tax. I nm speaking 
· only of the tax first paid by the man himself, or the woman, 

or whoever it may be; then, when the estate is settled, the 
State in which the decedent lives impo3es a tax. That is the 
second tax. Now, if this amendment shall be adopted, there 
will be a third tax. 

l\Ir. HOWELL. I know that in the State of Nebraska inher­
itance taxes have only recently been imposed, and I think that 
is true of a majority of the States of the Union. There are 
thousands of estates in this country in the hands of individ· 
uals who have not increased th~ estates, who have even de· 
creased them, and yet they will be passed on, and those who 
receive the estates will not pay a dollar into the United States 
Treasury. 

Mr. NORRIS. Will the Senator yield to me for a suggestion? 
Mr. HOWELL. Certainly. 
Mr. NORRIS. The only argument on this proposition which 

the Senator from Utah has made is against any inheritance 
or estate taxes, either by a State or by the Federal Gov· 
ernment. 

.Mr. SMOOT. I did not refer to such a tax imposed by a 
State at all. . 

.Mr. NORRIS. I know the Senator d1d not, but his argo• 
ment will apply to every estate tax and every inheritance tax 
levied by any ~tate in the Union. 

Mr. SMOOT. It does not apply at all, because that is not 
a tax in the third degree. 

Mr. NORRIS. After all, those people who are now flooding 
the country with propaganda against a Federal inheritance tax 
law, and using the argument that the States want to u e that 
kind of a law to raise revenue, are in reality behind a proposi· 
tion, whether they know it or not, to eliminate all taxes of 
that kind, either State or Federal. 

Mr. HOWELL. I think there is no question about that. 
Mr. LENROOT. Mr. President, I lise for information. I 

have never been quite able to understand the theory upon which 
a gift, wholly apart from the question of estate or inheritance 
tax. should not be taxed. To illustrate: A man may sell to· 
another a piece of property to-day for $1,000. 'fhe next day 
the vendee may sell that property for $101,000, and he wlli have 
to account for $100,000 and pay a tax of $12,f>OO. But if the 
vendor, instead of selllng 1t for $1,000, should give 1t to the 
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other man and the other man should sell it for $101,000, be 
would ~ay not one penny of tax. 

Mr. REED of Pennsylvania. Mr. President, will the Senator 
yield? 

Mr. LENROOT. Certainly. 
Mr. REED of Pennsylvania. The tax law at present pro­

vides very clearly 1n the capital account pronsion that the 
donee pays the same tax as if the donor sold at his prlce. 
In other words, he is charged with the gatn between the cost 
to the donor and the selling price of the donee. 

:Mr. LENROOT. Do they value then e"Very piece of prop­
erty when sold and ascertain the gain only between the "Value 
of the property and the selling price, and not upon the basis 
of cost? 

Mr. REED of Pennsylvania. No; perhaps the Senator did 
not understand me. Where the property is ~old by a donee he 
must pay a ta:x: on the capital gain, which Is calculated as the 
difference between his sale price and his donor's cost price or 
the March 1, 1913, value. 

Mr. LE~ROOT. We will take this case then: Suppose a 
donor bas inherited? 

Mr. REED of Pennsylvania. Then the value at the instant 
of the inheritance fixes the cost to the donor. That is his 
capital allowance. 

Mr. LENROOT. I was not clear upon that point, and that is 
what I wished 1!o ascertain. 

Ml'. KING. Mr. President, may I inquire of the Senator 
from Pennsylvania if the principle for which he is contending 
will continue under the present law? 

Mr. REED of Pennsylvania. It is not a principle for which 
I am contending. It is a clause in the income tax law, which 
ts in the present law and is continued by the House, and we 
have concurred in it. It will continue in effect. 

Mr. KING. Suppose the property has been acquired since 
1913. Suppose it was acquired yesterday. For instance, sup­
po e I acquired a piece of property yesterday by gift and I 
give it to-day to the Senator from Pennsylvania. What tax do 
I pay and what tax does the Senator pay? 

Mr. REED of Pennsylvania. The Senator from Utah would 
pay no tax at all unless under the gift-tax provi ion. 

Mr. KING. I am assuming that that is eliminated. 
Mr. REED of Pennsylvania. If I were to sell it I would 

relate back my cost value to the Senator's donor's original cost. 
A series of gifts does not change it. It goes back to the first 
cost, to the man who first gave value for it. 

Mr. KING. With a multiplicity of transactions, the numer­
ous transfers of personal and real estate, particularly in cities 
such as New York, where transfers o~ the same piece of prop­
erty are two or three in the course of a week, does not the 
Senator see that when three or four or five or six years have 
gone by we lose track of the original cost price, and it is ab­
solutely impossible, unless we have proofs upon every person 
and a personnel far in excess of any_ that we now have, to go 
back to the original transferor and the original transferee? 

:Mr. RIDED of Pennsylvania. The transfers that take place 
so often are not gifts. Those are sales in the market, and 
every one of them establishes a new cost basis for the purpose 
of calculating capital gain. Property is not given two or three 
times in a week, although real-estate speculators frequently 
sell it that often. As a matter of pr~ctice-and the eating of 
the pudding after all is the test-th_e Burea_u of Internal Rev­
enue does not have any trouble in enforcing the provision. 

Mr. KING. I can not conceive of its being so easily enforced. 
My opinion is-and that opinion was· confirmed by the rather 
superficial view which we were able to give to real-estate 
transactions in the Couzens committee-that the provision had 
lost money to the Government through such real-estate transac­
tions, whether we denominate them gifts in some instances or 
sales in other instances. 

Mr. REED of Pennsylvania. The greatest loss comes from 
the division of property between husband and wife. 1 elieve 
we would increase the yield from the income ta:x: 10 per cent 
if we would put through such a provision as the Bouse adopted 
In 1921, requiring all husbands and all wives to consolidate 
their returns. That is the source of the greatest evasion of the 
income tax to-day. It is infinitely worse than the e-vasion 
through tax-exempt securities. Regardless of the local law, 
whether it is a community State llke Louisiana or an old 
common-law State like Florida, where everything the wife has 
belongs to the husband, if I were ~rriting the law freely, I 
would require every hu<;band and wife to consolidate their 
returns. 

Mr. DILL. !\Jr. President, I was very much interested in 
the objection which the Senator from Utah [Mr. SMooT] raised 
to the amendment proposed by the Senator from Nebraska 
[Mr. Non.rus], because it showed what was in his mind, 

as well as in the mind of the Senator from Pennsylvania [Ur. 
REED]. They immediately opposed it on the ground that the 
House provision for an inheritance tax woulu make this· an 
additional kind of tax. 

Mr. S:UIOOT. Estate tax, not inheritance tax. 
Mr. DILL. All of which indicates that they ha"Ve now 1n 

mind that they will have to accede to the inheritance-tax pro­
vision of the House. In other words, they are thinking now 
in terms of what the condition of the bill will be when it comes 
back from conference, and I can not help remarking about it, 
because it shows that the fear of not ha\ing enough revenue 
is not well grounded. In other words, the fear that is ex­
pres ed that there Vvill not be enough revenue out of the bill 
becau e of cutting off the automobile tax and the admissions 
tax is not a serious question. The Senators realize that the 
Bou e is going to insist upon the inheritance-tax provisivn, 
and they are thinking in their own minds that they will prob­
ably be compelled to accept it. Of course, the Senator from 
Pennsylvania said he wanted the Senate conferees to stand 
adamant, but he knows that time i the es ence of the situa­
tion, and that rather than stand out too long they will accept 
the provision. 

Mr. REED of Pennsylvania. The Bouse ls just as anxious . 
to have a tax bill as is the Senate. 

Mr. DILL. And the House is much more anxious to have an 
inheritance tax than the Senate is opposed to having it. 

Mr. REED of Pennsylvania. And the Senate is just as able 
to stand pat as is the Bouse. 

Mr. DILL. I do not think, with due deference to the 
adamant attitude of the conferees on the part of the Senate, 
that they will stand out very long against the House. 

Mr. SMOOT. That is merely the Senator's opinion. 
Mr. DILL. Yes; it is the Senator's opinion, and I think it 

wUI be borne out when the conference report comes back. 
I want to say a word about the justice of the amendment 

proposed by the Senator from Nebraska. I recognize, as I 
think everyone must recognize, that a straight_ inheritance 
tax is hardly justice to some States that have a very high 
State inheritance tax. For instance, my own State has a very 
high inheritance tax on inheritances over $500,000. To leave 
the same estate or inheritance tax upon the estates in my 
State as compared with a State like Florida, which has none 
at all, does seem a heavy burden to place upon my State. 
The amendment offered by the Senator from Nebraska would 
seem to. meet that situation. According to the amendment pro­
posed by the Senator from Nebraska, the recipient of an in­
heritance will not be required to turn in as income the in­
heritance or estate tax that has been taken out by the State 
authorities, and thus there will be equalized the taxes that are 
to be paid by the recipients of the inheritance under this kind 
of an amendment, a condition that would not exist under the 
ordinary inheritance-tax provision. 

The Senator from Utah [Mr. SMOOT], who is extremely 
clever in creating arguments in defense of his bill, said this 
would be triple taxation, and then he proceeded to add up 
different kinds of ta:x:es. While he· did that I was thinking 
of the multiple taxation that we are paying in the country, 
not !n the form of estate taxes, either. I was thinking of 
the multiple taxation that I paid, for instance, on the suit of 
clothes that I wear, the multiple taxation that is pyramided 
in the form of tariff taxes in the country, not only upon all 
goods that are imported but all of the tariff-protected arti­
cles II\ade by domestic concerns. We not only pay the tariff 
tax, but to every hand through which it passes we pay an 
additional tax in the form of a profit made by the man who 
handles it. · · 

The Senator is greatly concerned about what he calls a 
triple tax on the great estates that run into the millions, but 
he has no interest in the multiple taxation that falls upon 
the great mass of the people of the country by yirtue of an 
unjust tariff tax. 

The opposition to the amendment of the Senator from 
Nebraska simply shows that those in charge of the bill are 
determined, if they can, to prevent great wealth bearing any 
additional tax at all. That is all it shows. They are opposed 
to any kind of a tax that would reach those who receive the 
great inheritances. There is no tax less burdensome · than t11e 
tax upon the money that goes to a man by descent or uy will 
or by gift. He does absolutely nothing for it except to await 
the operation of law. When he lives under a government, 
when he lives in a country in which society is so organized 
that by the mere operation of law literally thousands and 
millions of dollars can come to him without effort, 1n the face 
of the great war debt upon us and the necessity for raising 
the billions of dollars that must be raised, I can not under­
stand the spirit of justice that dominates a man's mind who 
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would continue to tax the small income, continue to tax the 
things that are needed in every-day life, and take the tax off 
of the very large fortunes. 

Mr. President, I have no doubt but that the amendment 
of the Senator from Nebraska will be voted down. There is 
no desire here to discuss this form of taxation. There is 
only a purpose here to relieve the great estates and the 
great incomes of the country. 

The Senator from Utah said that we bad an inherlfllnce 
tax in time of war. Does be not realize that to-day we are 
paying $1,250,~000 in interest on the war debt alone? The 
Senator from Utah shakes his head. 

Mr. SMOOT. Yes; I shake my bead because we are not 
paying that much. The Senator said we are paying $1,250,-
000,000. We are paying $820,000,000. • 

1\Ir. DILL. I am glad it has been cut down so much. That 
is as much as we were spending to run the whole Government 
before the war. 

Mr. S..~:IOOT. Certainly, and the Senator is no more 
anxious to get the debt paid than I am. 

Mr. DILL. No; but I am more anxious that it shall be paid 
by great wealth, by the men who have accumulated millions, 

. than I am that the millions of people shall pay it in small 
amounts. 

1\Ir. SMOOT. There are only four million-odd people who 
have any tax to pay at all. 

Mr. DILL. That is true, and those 4,500,000 have such a 
large part of the money of the country that they ought to 
pay even a greater percentage than they do. 

Mr. McLEAN. Mr. President, will the Senator permit an 
interruption? 

Mr. DILL. Certainly. 
Mr. McLEAN. I have had prepared a statement by the 

experts of the Treasury Department indicating the total in· 
come for 1926 and what proportion goes to tbose who pay a 
very large percentage of the tax, and I should like to quote 
from just one paragraph. 

The total indiddual income of all the people-those making 
returns and those not-will be for 1926 about $50,000,000,000. 
That received by those whose net incomes are in excess of 
$10,000 will be about $5,600,000,000. 

Mr. DILL. I did not catch the last statement of the Sena· 
tor from Connecticut. 

Mr. McLEAN. The statement is that the proportion of the 
incomes received by those whose incomes are in excess of 
$10,000 will be about $5,400,000,000; that is, about .99%, per 
cent of the entire population of the United States, With about 
88 per cent of the entire net income, pays less than 10 per 
cent ~ the entire income tax, and about one-quarter of 1 per 
cent of the population, with about 12 per cent of the net 
income, pays over 90 per cent of the tax. 

In other words, Mr. Presldent--
Mr. DILL. Will the Senator give us the number of those 

who get more than $10,000 a year and how many people ac4 

tually pay taxes on incomes in excess of that amount? 
Mr. McLEAN. 1 do not remember the exact number ; per­

haps 800,000. 
Mr. REED of Pennsylvania. To what tax does the Senator 

from Connecticut refer-the surtax? 
Mr. McLEAN. The entire income tax. 
Mr. DILL. The Senator Is giving the percentages, and I 

want to understand his figures. 
1\Ir. SIM~fONS. Under the present law, I want to say to 

the Senator, about 7,000,000 people file returns. 
Mr. McLEAN. I am referring now to those who have in­

comes in excess of $10,000. 
1\Ir. Sil\Il\iONS. Under this bill the number will be about 

three million and a half less, because of the reduction in the 
taxes. 

Mr. McLEAN. I will complete now the percentages which I 
am stating, if the Senator will permit me to conclude. 

1\fr. KING. May I suggest that the Senator shall not over­
look the fact that 2 per cent or actually less of the people 
own more than 50 IX:'f cent of the wealth. 

1\fr. MoLEAN. That is not the point I am di8cuss1ng. I 
think the Senator's statement is incorrect I am talking now 
about the number of people who receive the national income 
and the percentage that goe11 to those whose income is less 
than $10.000. We have fifty billions of income in 1926. How 
much of it is received by people whose incomes are less than 
$10,000? 

Mr. DILL. And how many pay taxes on incomes in excess 
of $10,000? 

Mr. REED of Pennsylvania. I will give the exact figures. 
In 1923 the number was 228,267. 

Mr. NORRIS. The Senator from Connecticut refers to those 
receiving that income. Does he mean those who pay the tax? 

Mr. McLEAN. I refer to those who pay the tax. 
Mr. REED of Pennsylvania. The number of all the income­

tax payers is 7,698,321. 
Mr. DILL. That is the number of returns? 
Mr. REED of Pennsylvania. That is the number of returns 

filed. 
1\lr. DILL. And there are about 5,000,000 taxpayers. 
1\fr. McLEAN. If I may complete this statement I do not 

care further to interrupt the Senator from Washington. Of 
$50,000,000,000 total income $44,600,000,000 is received by 
those whose incomes are less than $10,000, and $5,400 000 000 
is received by those whose incomes are in excess of $10,000. 

It does not seem to me that that is suck an unfair distribu­
tion of the national income as the Senator would imply. 

Mr. DILL. The Senator from Connecticut quotes figmes to 
show that about 200,000 of 115,000,000 people are paying taxes 
on five billions of ineome, as I get his figures. My complaint 
is that those 200,000 people have such a disproportionate part 
of the country's wealth and have such a tremendous power 
over the other 114,800,000 people because of that wealth that 
they can better afford to paY., a larger percentage of the $5,000,-
000,000, which they have obtained largely by exploitation of 
the other 114,800,000, than can the common people pay on the 
incomes they receive. • 

There is no question but that a few men are collecting enor­
mous incomes. It is true that they are paying the taxes on them ; 
but all I am asking and all that others who agree with me are 
asking is that tqese immense fortunes-many of them obtained 
by unfair practices, many of them built up by special privi· 
leges under the law-shall be used in part when those who own 
them are done with them to pay off the enormous debt that 
was heaped on us during the World War. 

Mr. McLEAN. Will the Senator permit another intcrrup. 
tion? 

1\fr. DILL. Yes. 
Mr. McLEAN. Two hundred and thirty thousand people pay 

00 per cent of the total income tax. 
l\lr. DILL. Yes. . 
l\lr. NORRIS. Will the Senator give those figures again 

where he referred to 12 per cent? 
Mr. l\lcLEAN. About one-fourth of 1 per cent of the popu· 

lation, with about 12 per cent of the net income, pays 90 per 
cent of the tax. I think we are taxing them pretty well under 
existing circumstances. 

Mr. DILL. The Senator is quoting the figures of the in­
heritance taxes we have had and of the high brackets of the 
income taxes we have had; but this bill proposes to remove 
those taxes. 

1\Ir. SMOOT. This bill proposes just the other way, to re­
lieve 2,350,000 people from all taxes. 

Mr. DILL. Who only pay $20,000,000. 
l\lr. SMOOT. Then the percentage will be changed that 

much. 
1\Ir. McLEAN. The estimates I have given are based on the 

income taxes imposed in the pending bill. 
l\lr. DILL. I understood the Senator to be referring to what 

had been the case. 
Mr. McLE.L~. I am talking about what will happen if this 

bill shall pass ; and I should like to repeat, if the Senator will 
permit me, that out of $50,000,0QO,OOO income received by the 
American people $44,600,000,000 of it goes to people who receive 
less than $10,000 a year. 

Mr. NORRIS. I should like to understand that 
Mr. McLEAN. That much of the total national income is 

paid to those who receive less than $10,000. 
Mr. NORRIS. The Senator does not mean to say that tho 

men who have big incomes pay their incomes to those who 
have little incomes; does he? I want to get the idea of the 
Senator. 

Mr. McLEAN. I will try to make it plain. 
Mr. NORRIS. I hope so. 
Mr. McLEAN. Because I think these figures are rather 

interesting. 
Mr. NORRIS. Yes: they are. And 1 am going to analyze 

them when I get the floor again. 
Mr. McLIDAN. t assume they are fairly correct, because they 

were given to me by the ge11tlemen who make it a business to 
make these estimates, and they may be considered as fairly 
accurate. 

The total income of the Amerioan people in 1926 will be 
$50,000,000,000, and of that sum $44,600,UOO,OOO will be received 
by people whose incomes are les than $10,000. The remainder, 
$5,400,000,000, will be received !Jy those whose incomes are in 
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excess of $10,000. That leaves about one-quarter of 1 per 
cent of the population, who get about 12 per cent of the in­
come, and they pay 90 per cent of the income tax. 

Mr. DII-'1,. One-fourth of 1 per cent of the population re­
ceive 12 per cent of the income? 

1\!r. McLEA~. They receive 12 per cent of the net income, 
and they pay 90 per cent of the income tax. 

Mr. NORRIS. Mr. President, may I intccrnpt the Senator 
from Washington? 

Mr. DILL. Yes, sir. 
Mr. NORRIS. I want to ask the Senator from Washington 

if be does not think that the figures ju t given practioolly 
dem~'>nSb.'ate that we are already coming to the point where the 
wealth of the country is being concentrated in a few bands? . 

Mr. DILL. If I had searched for an argument in behalf 
of taxing great concentrated wealth, I could not have found 
any better one than the Senator from Connecticut has fur­
nished to me. When we have reached the tage in this coun­
try of concentrated capital to the extent that such a few men 
have such a tremendou income, while all the rest of the 114,-
000,000 have the remainder--

1\!r. SMOOT. Do babies have incomes? 
Mr. DILL. Babies are a heavy expense on the men who 

receive the incomes. 
Mr. SMOOT. That is not what the Senator said. 
Mr. DILL. I am thinking of the babies of the poor people 

who e incomes are under $1,500 and $2,000 a year. I am 
thinking of the burden that is laid on the families who can 
not take proper care of their babies ; and I want,· so far as I 
can, to have legislation enacted that will burden the men with 
the millions rather than burden the millions who have no 
money at all. 

Mr. NORRIS. What right has the Senator to think of those 
people? He ought to think of those who have incomes of over 
$100,000, who are especially favored by this bill 

Mr. DILL. I recognize that to speak of this is lese majeste, 
so far as tho e who wrote this bill are concerned ; but I dare 
to think of them, and I da1·e to talk for them, because they do 
not get enough attention in this Chamber. 

Mr. HOWELL. :Mr. President--
The VICE PRESIDENT. Does the Senator from Washing­

ton yield to the Senator from Nebraska? 
Mr. DILL. I yield. 
Mr. HOWELL. I think in connection with the figures which 

have been given that this fact should be kept in mind, namely, 
that 5,694 taxpayers, according to the 1925 returns, enjoyed 
incomes of $100,000 or more; that this class receive a reduc­
tion of income taxes of $120,500,000; and that all the re­
mainder of the people of the United States receive a reduc­
tion in income taxes of but $98,500,000. 

Furthermore, the estates of those who belonged to this 
class in life will be relieved of $90,000,000 this year out of a 
reduction of $150,000,000; in other words, 5,694 taxpayers, 
or the class to which they belonged, will enjoy a reduction of 
estate taxes to the extent of $90,000,000, while all the re­
mainder of the people enjoy a reduction to the extent of 

. $60,000,000. 
Mr. SIMMON'S. What is the Senator talking about? Is 

he talking about the income-tax reductions? 
Mr. HOWELL. No ; I am talking now about estate taxes. 

Furthermore, under this bill rebates go to those who have 
paid estate taxes or who owe deferred payments to the extent 
of $100,000,000, and $60,000,000 of that amount goes to those 
who belonged to this 5,694 class in life. 

'l'hen, as to the gift taxes, about four and one-half million 
dollars were ·paid by that class; but those taxes are to be re­
pealed, so that to thi class of 5,694 the total reduction under 
this bill amounts to $275,000,000, while to all the remainder 
of the people of the United States but $201,500 000. 

Mr. SIMMONS. Mr. President, the Senator i talking about 
the taxpayers under the income tax and applying the number 
of income taxpayers to the inheritance taxpayers. 

Mr. HOWELL. Mr. President, I went into the statistics 
of the inheritance taxes, and I found the percentage that had 
been paid by estates, the owners of which in life were in that 
5,694 class. That is upon what my estimates are based. I 
stated the other day that this was a millionaire tax bill; it 
Is a multimillionaire tax bill, and it will go down in history 
as such, at least as it passes the Senate. 

Mr. McLEA.l~. It is, in the sense that they pay the greater 
percentage of the income tax. 

Mr. SBfMO ... ~s. Mr. President, the Senator's figures are 
right as to the number of taxpayers if he is talking about the 
income-tax. If he is talking about -the estate tax, his figures 

are altogether wrong. In 1924 the total number of people in 
this country who paid an estate tax was 13,709, and 6,452 of 
those people paid an inheritance tax on estates under $50,000-
half of them. 

Mr. HOWELL. Mr. President, the Senator did not under­
stand my statement. 

~Ir. SHLUONS. I was reading from the record. 
Mr. HOWELL. Certain of these estate taxes were paid by 

those who in life had $100,000 or more income. 
Mr. SMOOT. They are alive yet. 
Mr. HOWELL. I am talking about those who paid estate 

taxes in the past. I am speaking of this class that had an 
income during life in excess of $100,000. I am taking that 
class and I lUll applying these cakulations. The statement 
made by the Senator from North Carolina shows a misunder­
standing of my argument. 

Mr. SHU10NS. I now see the point the Senator was rnak~ 
ing. I did not understand him before. 

Mr. DILL. Mr. President, I want to say one other thing 
about the taxing of those with great wealth and the taxing of 
great estates. My attitude in regard to levying higher taxes 
on great wealth is not prompted by any enmity to those who 
have gr·eat wealth. I am glad that they have the ability to 
make large sums of money honestly in this country, and I do 
not desire to punish men who make large sums of money hon­
estly; but I think there is another angle to the justice of what 
men do for their country, both in times of war and in times 
of peace. 

There is a great wave of sentiment going over this country 
aud over the world against war, and my greatest ground for 
hope that war will be deferred, for a while at least, 1s that the 
great financial interests of this country do- not U"ant war. 
There are two reasons why they do not want war. One is that 
they are making so much money out of peace, and the other is 
that they recognize that another World War might bring about 
the overturning of the organized governments of other coun­
tries and bring about such a condition as we find in Russia ; 
and so long as the great financial interests are against war 
you need not fear that the people will get us into war. 

Mr. REED of Pennsylvania. Mr. President, does the Sen­
ator think that any sane man in the United States wanted war 
in 1914? 

Mr. DILL. I do not think any sane man in the United 
States wanted war in 1914, but I think a lot of sane men were 
willing to put their money into the war, and when it was 
n-eces ary to have war to protect their money they would 
rather ha\e war than to lose their money. I think that; and 
I want to say to the Senator from Pennsylvania that I believe 
if we had prohibited American citizens from loaning money to 
any European belligerent in the early days of the war we 
could have stayed out of that war. I think it was money that 
cau ed us to have interests over there first, and then we were 
led into it by the force of circumstances that developed later. 

Mr. REED of Pennsylvania. The Senator thinks it is a 
matter of indifference that Germany murdered a large num­
ber of our women and children on the L·usita·n:ia, does he? 

Mr. DILL.· I notice that it was a matter of such indiffer~ 
ence that we did not go to war about it. 

Mr. REED of Pennsylvania. I notice that some ol us did 
not. 

Mr. DILL. We did not go to war until they threatened to 
sink certain ships, and said that we had to paint them in a 
certain way. 

1\lr. S~IOOT. Not until after the election. 
Mr. DILL. The Senator can not tell me very much about 

the history of how the war started. I was in the House of 
Representatives, and I ·voted against it, and I know something 
about it. I want to say to you that the worst humbug that 
was put over about the war was that we went to war because 
of the invasion of Belgium or the sinking of the Lus-itat1ia. 
We did not go to war over that. The American people voted 
for and reelected Pre ident Wilson because he did not go to 
war over it, and every man in this Chamber knows it. We 
went to war because our commerce was interfered with, and 
the President and a majority of the Congress thought that was 
sufficient reason to go in. If Germany had not is. ued her 
ultimatum regarding ship sailing to England, I doubt whether 
we would have gone in for many months, if at all. It was a 
commercial thing that brought about our action, and not the 
murdering of the women and chlldren on the Ltt,Sitania. \V e 
did not go to war over that. Instead, that enabled Mr. Wilson 
to be reelected President as the man who kept us out of war. 

1\Ir. REED of Pennsylvania. Does not the Senator think 
we should have gone to war when the Lusitania was sunk? 
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Mr. DILL. I want to say to the Senator, that if we had 

any cause at all that was the cause, and then was when we 
should have gone in. 

Mr. REED of Pennsylvania. Does not the Senator think 
that was suffieient cause? 

Mr. DILL. I do not know that I care to go into n discus­
sion of that, but I will say that I think we ought to have 
k0pt the women and children off of the Lusita-ni-a, so that that 
situation never could hay-e arisen. I do not believe 1t was 
right to allow a belligerent to put women and children on a 
ship to insure the gunpowder and the ammunition on that 
ship. 

Mr. REED of Pennsylvania. Once they were on, does the 
Senator think we should permit them to be murder~d without 
acth'ely resenting it? 

Mr. DILL. The American people thought it was all right 
not to go to war when they reelected Mr. Wilson for not going 
to war. 

Mr. REED of Pennsylvania. The Senator knows that that 
was only one of the reasons why Mr. Wilson was reelected. 

Mr. DILL. I know that that was the argument that car­
ried the West, and it was the West that reelected Mr .. Wilson. 

Mr. llEED of Pennsylyania. Then, does the Senator mean 
that l\1r. "rilson broke faith with the 'Vest? 

Mr. DILL. I am not going to discuss that phase of it. 
l\1r. Wil on had his reasons and the Congress had its rea­
sons, and they were new reasons that developed after the 
election. 

Mr. REED of Pennsylvania. They developed between the 
election and the inauguration, did they? 

Mr. DILL. I think so. 
Mr. KING. 1\lr. President, will the Senator yield? 
Mr. DILL. Yes. 
Mr. KING. I am inclined to think that the questions of 

the Senator from Pennsylvanin do not comprehend the entire 
field or envi:age the entire situation. I think that a majority 
of the American people were not ready, were not willing to 
support a declaration of war until a resolution of that kind 
finally was offered; and I notice that there wao;:; not a single 
Republican-! do not want to .make thi a partisan discus­
sion, but if Senators want to we will make it such-who 
offered a resolution either in the House or in the Sennte in 
faYor of a declaration of war. They saw the L1J.sitan4-a sunk; 
they saw other ships sunk and Americans murdered upon the 
high seas, and not a single Republican offered a resolution 
in fay-or of a declaration of war; and I am finding no fault. 
Do not misunderstand me. 

Mr. REED of Pennsylvania. I think I rememLer a Re­
publican named Roosevelt who had something to say at the 
time. 

l\lr. KING. The Senator now is distorting what I said, or 
misinterpreting it. I said there was not a single Republican in 
the House or in the Senate who offered a resolution in favor 
of a declaration of war. The Senator knows, hecause he is a 
great lawyer-one of the greatest and one of the ablest men, I 
think. in the United States-that· the President .of the United · 
States can not declare war. 

Mr. REED of Pennsylvania. I swTender, Mr. President. 
[Laughter.] 

Mr. KING. I am glad that I have one hostage and one 
captive. 

Mr. DILL. Mr. President--
Mr. KING. Let me complete my sentence. The Senator 

knows, as a great lawyer, that the power does not rest in the 
Executive to declare war. It rests in the Congress of the 
United States; and I repeat that in my JUdgment the American 
people were not willing to have a declaration of war at an 
earlier period than that when it was declared by the Congress 
of the United States. President "\Yilson followed publio senti­
ment, I think with a de~ire to know what the public desired, 
and yet at the same time to follow his own conscience ; and I 
think that if he had sought to project our country into war at 
an earlier period there would not have been that unanimity 
which existed when finally he sent his message to Congress, 
and the resolution decla1ing war was adopted. 

I thank the Senator from WaNhington for yielding to me. 
Mr. WATSON. Mr. President, does the Senator from Utah 

agree with the Senator from Washington that in going to war 
we were actuated wholly by commercial motives? 

Mr. DILL. I did not so state. 
Mr. KING. I did not interpret the remarks of the Senator 

to mean that at aU. 
Mr. DILL. I did not so state. 
Mr. KING. I am sure the Senator clid not mean thai. 

:Mr. WATSON. I understood his remarks to mean just that. 
Mr. DILL. I said that the act which took u~ into war was 

that Germany threatened to blow up our shipr. on the high 
seas, and wanted us to stop cnrrying commerc·e to one set of 
belligerents. 

M1·. W A..TSON. And it was commercial? 
Mr. DILL. It was commercial. 
Mr. WATSON. Yes; there you are. 
Mr. DILL. That was the commercial reason. 
Mr. KING. Mr. President, I do not think the Senator there 

is fair, if he will pardon me. 
Mr. SWANSOX. Mr. President--
The VICE PRESIDENT. Does the Senn.tor from Washing­

ton yield to the Senator from Virginia? 
· Mr. DILL. 1\Ir. President, I had the floor on this matter, 

and I am not going to have my words di torted here. I am 
willing to take the responsibility for anything I say on the 
floor, as I took the responsibility for my vote against the war 
at the time it came, and then supported the war when we got 
into it. I said that the immediate cause of the rupture of 
relations with Germany was the ukase of the German Govern­
ment that we coul!l not send our ships to sea without painting 
them like barber poles. 

Mr. WATSON. And did not the Senator further say that if 
we had not lent money to Europe we never would have gone 
into the war? 

l\fr. DILL. I said that if we had not lent our money to 
Europe in the beginning we never would have gotten into the 
condition th.at would have brought about this situation. 

1\Ir. RE:IDD of Penn ylvania. Can the Senator tell us how 
much we loaned to belligerents? 

Mr. DILL. No; I do not know the amount. 
Mr. REED of Pennsylvania. It was less than $2,000,000,000; 

was it not? 
Mr. DILL. I do not know the amount. 
l\Ir. REED of Pennsylvania. And does the Senator think 

we went into a war that cost us over $50,000,000,000 in order 
to save $2,000,000,000? 

1\lr. DILL. No; we did not; but I said if we had not 
started that way we would not have gotten into it. After you 
get a ball rolling, it gains momentum. 

Mr. SWANSON. Mr. President, will the Senator yield 
to me? 

l\lr. DILL. Yes. 
1\Ir. SWANSON. I want to resent the imputation that comes 

from the other side that President Wilson changed his policy 
after the election from what it was before the election. There 
is not a word of truth in it. It is a slander on a patriotic 
man. 

President Wilson in his notes gave notice to the German 
Government as to what the result would be if thev resumed 
unrestricted submarine warfare. The Lansing note, ·the Bryan 
note, and the others indicated that if Germany resumed unre­
stricted submarine warfare the United States would not sub­
mit to it. On the 1st of February after his election Germany 
resumed unrestricted submarine warfare. She marked out a 
war zone 600 miles west of Ireland to the Arctic Circle And 
including the entire Mediterranean Sea and served notice that 
any ship that was found in that war zone for any purpo e 
would be sunk, regardless of its purpose or its flag. Three 
hundred and six American sailors and citizens were destroyea 
after that : ships were sunk ; and President \Vilson called Con­
gress in extra session to defend American honor, the American 
flag, American integrity, and the freedom of the seas, and Con­
gress responded. 

As has been well said by the Senator from Utah, a declara­
tion of war is made by Congress. What Republican in the 
Senate or the House offered a resolution for a declaration of 
war? Name him. Mr. Roosevelt could not declare war. No 
man except a Member of Congress could offer the resolution in 
Congress; and if war ought to have been declared earlier, why 
was it that the Republican ·Party was recreant to its desires 
in not offering such a resolution in Congress. 

Mr. DILL. Mr. President, I want to say to the Senator 
from Virginia that I did not say that Pre ident Wilson changed 
his policy. 

l\1r. SWANSON. The Senator did not, but the Senator from 
Pennsylvania implied that he did. I noticed what the Senator 
said. 

Mr. WATSON. Mr. Pre ident--
Mr. SWANSON. The Senator from Indlana--
Mr. WATSON. Oh, no; the Senator from Indiana said noth­

ing about it at all. 
Ur. SWANSON. Well, that was the implication--
Mr. W .ArSON. No; not the implication. ,. , / ' 

-. 

'l 



/ 

1926 CONGRESSIONAL RECORD-SENATE 3839 
Mr. SWANSON. That it wa-s entirely for commercial pur­

poses. 
Mr. WATSON. I was repeating what the Senator from 

Washington said. 
Mr. DILL. I did not say it was entirely for commercial 

pmposes, but that the immediate cause of the declaration of 
war was the threat against our ships of commerce. 

Mr. WATSON. The Senator from Washington and tbe Sena­
tor from Virginia have had a delightful joint debate on this 
subject, and have not agreed at all on the subject J]1atter. 
That is to say, my friend from Washington insists that if we 
bad not lent money to Europe we would not have gone into 
the war, and the Senator from Virginia now insists that 
we went into the war for the purpose for which I say we went 
into the war, and in that I agree with him-to protect Ameri­
can rights. 

Mr. SWANSON. To protect American rights commercially, 
and becau e in the war zone marked out on ·the seas by Ger­
many more than three-fourths of the commerce of the world 
passes. 

l\Ir. WATSON. I understand that entirely. 
Mr. SWANSON. That was to stop, under that decree. 

President ·wilson would have been recreant to the notes he 
gave to Germany and recreant to his duty as President of the 
United States, when Germany resumed unrestricted submarine 
warfare, if he had not asked fo1· the declaration of war from 
Congress. 

lie took account of the commercial situation; he def~nded 
the flag from a sense of honor. Three-fourths of the <;Ommerce 
of the world and the freedom of the seas were ordered by 
Germany to be interfered with while she conducted her war­
fare for supremacy in Europe. 

Mr. WATSON. :Mr. President, I am in entire harmony with 
the thought announced by the Senator from "Virginia, and I 
find myself in entire disagreement with the ideas expressed 
by my friend from Washington. But the Senator from Wash­
ington, who stated, in substance, that the late war was a com-

. mercia! war and that if we had not loaned the money to Euro­
pean , we would not have gone in--

:Mr. DILL. I said that if we had not loaned monty to 
Europe the agitation that was started by that would not have 
occurred, and I do not think we would have gotten into the 
war. I do not say it was in consequence of · that alone, but I 
say that was the beginning, and I remember that at that time 
speeches were made in . the Senate protesting against permit­
ting American citizens to lend m~mey to European countries, 
at the beginning of the war ; and I think that if that had 
been done the history of that period might have been different. 

Mr. WATSON. Will the Senator yield to me for one further 
observation? 

Mr. DILL. Yes. 
Mr. WATSON. Inasmu<>.h as the Senator from Virginia has 

mentioned the fact of the President changing his mind, with 
which I find no fault, conditions having changed so as to cause 
him to chnnge his mind, I remember very well when the Presi­
dent came before the Senate and stated that he had sent an 
identic note to each of the nations at war, asking the nations 
if they would kindly inform him what the war was about, and 
that afterwards he came back and said each nation had 
answered, and that after he had received those answers he 
did not know what the war was about; and within 30 days 
from that time he called Congress together to declare war, 
because it was a war to make the world safe for democracy. 
If it was a war to make the world safe for democracy when 
be called Congress into special session to declare war, it was 
at all times a war to make the world safe for democracy·. 

Mr. SWANSON. Mr. President, will the Senator yield to me 
again? · 

Mr. DILL. I am not going to yield very much longer. I did 
not intend to stir up the war spirit. 

Mr. SWANSON. The Senator from Indiana has now dis­
closed what I knew was in his mind, though he did not express 
it so fully before. Be tried to imply that Wilson changed his 
mind in regard to the war. I take Lhe position that Wilson 
was consistent. from the beginning. Be insisted in the notes 
sent by Lansing and Bryan that if Germany resumed unre­
stricted submarine warfare and sunk American ships bent on 
honorable purposes, sailing from one neutral port to another, 
Germany might expect the United States to resent it. The 
1st of February, when Germany resumed -unrestricted subma­
rine war:fare, though there was an intimation that she would 
do it, Wilson insisted on carrying out what was included in 
all his notes given to the German Government. 

As I asked before, would any Senator here have submitted 
to that resumption of unrestricted submarine warfare which 
began on the 1st of February? Three-fourths of the com-

merce of the world passed through certain Tanes on the ocean. 
Germany assumed control of those lanes of commerce and said 
t~at American commerce should be driven off them, and 306 
Americans had been killed and ships to the extent of 300,000 
tons had been sunk. I say there was no change of policy ; and 
if Republicans bad been anxious to go into the war prior· to 
that time, why did they not offer a resolution? 

Mr. SWANSON subsequently said: Mr. President, I have 
here the address of President Wilson of February 3 to the 
Congress, together with his address of April 2, and I a k 
unanimous consent that they be printed in the RECORD follow­
ing my remarks. 

Mr. MOSES. I think the Senator ought also to have printed 
the speech delivered by the President in Philadelphia imme­
diately after the sinking of the Lusitania. 

The PRESIDING OFFICER. Is there objection to the re­
quest of the Senator from Virginia? 

There being no objection, the addresses were ordered to be 
printed in the REconn, as follows : 
ADDRESS OF THE PRESIDENT OF THE U~HTED STA'fES DELIVERED AT A JOINT 

SESSION OF THE TWO HO"t;SES Oli' CONORESS FEBRUARY S, 1917 

Gentlemen of the Congress, the Imperial German Government on the 
8lst of January announced to this Government and to the govern­
ments of the other neutral nations that on and after the 1st day of 
February, the present month, it would adopt a policy with regard to 
the use of submarines against all shipping seeking to pass through 
certain designated areas of the high seas to which it is clearly my 
duty to call your attention. 

Let me remind the Congress that on the 18th of April last, in view 
of the slnlrlng on the 24th of March of the cross-channel passenger 
steamer Sussex by a German submarine, without summons or warning, 
and the consequent loss of the lives of several citizens of the United 
States who we~·e passengers aboard her, this Government addressed a 
note to the Imperial German Government, in which it made the follow­
ing declaration : 

" If 1t is still the purpose of the Imperial Government to prosecute 
relentless and indiscriminate warfare against vessels of commerce by 
the use of submarines without regard to what the Government of the 
United States must consider the sacred and indisputable rules of inter­
national law and the universally recognized dictates of humanity, the 
Government of the United States is at last forced to the conclusion 
that there ls but one course it can pm:sue. Unless the Imperial Gov­
ernment should now immediately declare and eff'ect an abandonment 
of its present methods of submarine warfare against passenger and 
freight carrying vessels, the Government of the United States can 
have no choice but to sever diplomatic relations with the German 
Empire altogether." 

In reply to this declaration the Imperial German Government gave 
this Government the following assurance : 

" The German Government is prepared to do its utmost to confine 
the opera:tions of war for the rest of its duration to the fighting 
forces of the belligerents, thereby also insuring the freedom of the 
seas, a principle upon which the German Government believes, now 
as before, to- be 1n agreement with the Government of the United 
States. 

"The German Government, guided by this idea, notuies the Gov­
ernment of the United States that the German naval forces have ~e-­

ceived the following orders~ In accordance with the general -prin­
ciples of visit and search and destruction of merchant vesselS recog­
nized by international law, such vessels, both within and without the 
area declared as naval war zone, shall not be sunk without warning 
and without saving human lives, unless these ships attempt to escape 
or otrer resistance. 

"But," it added, "neutrals can not expect that Germany, forced to 
fight for her existence, shall, for the sake of neutral interest, restrict 
the use of an eff'ective weapon it her enemy is permitted to continue 
to apply at will methods of warfare violating the rules of interna­
tional law. - Such a demand would be . incompatible with the character 
of neutrality, and the German QQvernment ls convinced that the Gov­
ernment of the United States does not think of making such a de­
mand, knowing that the Government of the United States baa re­
peatedly declared that 1t 1s determined to restore the principle of the 
freedom of the seas, from whatever quarter it has been violated." 

To this the Government of the UnJted States replied on the 8th of 
May, accepting, of course, the assu;rances given, but adding: 

•• The Government of the United States feels it necessary to state 
that 1t takes it for granted that the Imperial German Government does 
not intend to imply that the maintenance of its newly announced 
policy is in any way contingent upon the course or result of diplo­
matic negotiations between the Government of the United States and 
any other belligerent go"Vernment, notwithstanding the fact that cer­
tain passages 1n the Imperial Government's note of the 4th instant 
might appea,z to .be susceptible of that construction. In order, how­
ever, to avoid any possible misunderstanding, the Governm~mt of tha 
United States notifies the Imperial Government that it can not for a 
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moment entertain, much less dfscuss, a suggestion that respect by 
German naval authorities for the rights of citizens of the United 
States upon the high seas should in any way or in the slightest de­
gree be made contingent upon the conduct of any other government 
affecting the rights of neutrals and noncombatants. Responsibil1ty 
in such matters is single, not joint; absolute, not relative." 

To this note of the 8th of May the Imperial German Government 
made no reply. 

On the 31st of January, the Wednesday of the present week, the 
German ambassador handed to the Secretary of State, along with a 
formal note, a memorandum which contains the following statement: 

•· The Imperial Government, therefore, does not doubt that the 
Government of the United States will understand the situation thus 
forced upon Germany by the Entente Allies' brutal methods of war 
and by thelr determination to destroy the Central Powers, and that 
the Government of the United States wlll further realize that the now 
openly disclosed intentions of the Entente Allies give back to Germany 
the freedom of action which she reserved tn her note addressed to the 
Government of the United States on May 4. 1916. 

"Under these circumstances Germany wlll meet the illegal measures 
of her enemies by forcibly preventing after February 1, 1917, tn a 
zone around Great Britain, France, Italy, and in the eastern Medl­
terranean · all navigation, that of neutrals included, from and to 
England and from and to France, etc., etc. All shJps met within the 
zone will be sunk." 

I think that you will agree with me that, in view of this declaration, 
which suddenly and without prior intimation of any kind deliberately 
withdraws the solemn assurance given in the Imperial Government'~ 
note of the 4th of May, 1916, this Government has no alternative 
consistent with the dignity and honor of the United· States but to 
take the course which, in its note of the 18th of April, 1916, it 
announced that it would take in the event that the German Govern­
ment did not declare and effect an abandonment of the methods of 
submar.lne warfare which it was then employing and to which it 
now purposes again to resort. 

I have, therefore, directed the Secretary of State to announce 
to his excellency the German ambassador that all diplomatic rela­
tions between the United States and the German Empire are severed, 
and that the American ambassador at Berlin will immediately be 
withdrawn ; and, in accordance wi~h this decision, to hand to his 
excellency his passports. 

Notwithstanding this unexpected action of the German Govern­
ment, this sudden and deeply. deplorable renunciation of its assur­
ances. given this Government at one of the most critical moments of 
tension in the relations of the two governments, I refuse to believe 
that it is the intention of the German authorities to do in fact what 
they have warned us they will feel at liberty to do. I can not bring 
myself to believe that they will indeed pay no regard to the ancient 
friendship between their people and our own or to the solemn oblJ­
gatlons which have been exchanged between them and destroy Ameri­
can ships and take the lives of American citizens in the wilful prose­
cution of the ruthless naval program they have announced their 
intention to adopt. Only actual overt acts on their part can make 
me believe it even now. 

If this inveterate confidence on my part tn the sobriety and prudent 
foresight of their purpose should unhappily prove unfounded 1 if 
American ships and American lives should in fact be sacr.iiiced by 
their naval commanders in heedless contravention of the just and 
reasonable understandings of international law and the obvious dic­
tates of· humanity, I shall take the Uberty of coming again before the 
Congress to ask that authority be given me to use any means that 
may be necessary for the protection of our seamen and our people in 
the prosecution of. tbeir pe..'lceful and legitimate errands on the high 
seas. I can do nothing less. I take it for granted that all neutrlll 
governments will take the same course. 

We do not desire any hostile conflict with the Imperial German 
Government. We are the sincere fdenus of the German people and 
earnestly desire to remain at peace with the Government which 
speaks for them. We shall not believe that they are hostile to us 
unless and until we are obliged to believe it; and we purpose nothing 
more than the reasonable defense of tbe undoubted rights of our 
people. We wish to serve no selfish ends. We seek merely to stan.} 
true alike in thought and In action to th~ Immemorial principles of 
our people which I sought to express in my address to the Senate 
only two weeks ago-seek merely to vindicate our right to liberly 
and justice and an unmolested llfe. 'l'hese are the bases of peace, 
not war. God grant we may not be challenged to defend them by 
acts of wilful injustice on the part of the Government of Germany! 

ADDRESS OF THE PRESID£NT OF THE UNITED STATES DELIVErulD AT A 

JOINT SESSION OF THE TWO HOUSES OF CO)';GRESS A.PniL 2, 1917 

Gentlemen of the Congress, I ha\·e cnUed the Congress into "'xtraor­
dinary session because tbNe are serious, very serious, choices of policy 
to be made, and made immeoiately, which it was neither right nor con­
stitutionally permissible that I should assume the responsibility of 
making. 

On the 3d of February last I officially laid before you the extraordi­
nary announcement of the Imperial German Government that on and 
after the 1st day of February It was its purpose to put aside all re­
straints of law or of humanity and use its submarines to sink every 
vessel that sought to approach either the ports of Great Britain and 
Ireland or the western coasts of Europe or any of the ports controlled 
by the enemies of Germany within the Mediterranean. That had 
seemed to be tht object of the German submarine warfare earlier in 
the war, but since AprU of last year the Imperial Government had 
somewhat restrained the commanders of its undersea craft in conform­
ity with its promise then given to us that passenger boats should not 
be sunk and that due warning would be given to all other vessels which 
its submarines might seek to destroy, when no resistance was offered 
or escape attempted, and care taken that their crews were given at 
least a fair chance to save their lives in their open boats. The pre­
cautions taken were meager and haphazard enough, as was proved in 
distressing instance after instance in the progress or the cruel and 
unmanly business, but a certain degree of restraint was observed. The 
new policy has swept every restriction aside. Vessels of every klnd, 
whatever their flag, their character, their cargo, their destination, their 
errand, have been ruthlessly sent to the bottom without warning and 
without thought of help or mercy for those on board, the vessels of 
friendly neutrals along with those of belligerents. Even hospital ships 
and ships carrying relief to the sorely bereaved and stricken people of 
Belgium, though the latter were provided with safe conduct through 
the proscribed areas by the German Government itself and were dis­
tinguished by 'lnmlstakable marks of identity, have been sunk with tbe 
same reckless lack of compassion or of principle. 

I was for a little while unable to believe that such things would in 
fact be done by any government that had hitherto subscribed to the 
humane practices of civilized nations. International law had its origin 
in the attempt to set up some law which would be respected and 
observed upon the seas, where no nation had right of dominion and 
where lay the free highways of the world. By painful stage after 
stage has that law been built up, with meager enough results, in­
deed, after all was accomplished that could be accomplished, but 
always with a clear view, at least, o! what the heart itnd conscience 
of mankind demanded. This minimum of right the German Gov­
ernment bas swept aside under the plea of retaliation and necessity 
and because it had no weapons whlch it could m:e at sea except these 
which it 1s Impossible to employ as it 1s employing them without 
throwing to the winds all scruples of humanity or of respect for the 
understandings that· were supposed to underlie the intercourse of the 
world. I am not now thinking of the loss of property involved, 
immense and serious as that is, but only of the wanton and whole­
sale destruction ot the lives of noncombatants, men, women, and 
children, engaged tn pursuits which have always, even in the dnrkest 
periods of modern history, been deemed innocent and legitlma te. 
Property can · be paid for; the lives of peaceful and innocent people 
can not be. The present German submarine warfare against com­
merce is a warfare against mankind. 

It 1s a war against all nations. American ships have been sunk, 
American lives taken, in ways which it has stin·ed us very deeply to 
learn of, but the ships and people of other neutral and friendly 
nations _have been sunk and overwhelmed in the waters in the same 
way. There has been no discrimination. The challenge ls to all 
manldnd. Each nation must decide for itself how it wlll meet It. 
The choice we make for ourselves must be made with a moderation 
of counsel and a temperateness of judgment befitting our character 
and our motives as a Nation. We must put excited feellng away. 
Our motive will not be revenge or the victorious assertion of the 
physical might of the Nation, but ·only the ;·lnd1cation of right, of 
human right, of which we are only a single champion. 

When I addressed the Congress on the 26th of February last I 
thought that It would suffice to assert our neutral rights wltb arms, 
our right to use the seas against unlawful interferenco, our right to 
keep our people safe against unlawful violence. But nt·med neutrality, 
it now appears, is impracticable. Because submarines nre in etrect 
outlaws when used as the German submarines have been used against 
merchant shipping, it is impossible to defend ships against their at­
tacks as the law of nations has assumed that merchantmen woulrl 
defend themselves against privateers or cruisers, visible craft giving 
chase upon the open sea. It is common prud~nce in such clrcum­
st'ances, grim necessity, indeed, to endeavor to destroy them before 
thE'y have shown their own intention. They must be dealt with upon 
sight, it dealt with at all. The German Gover:J?,menf denies the right 
of neutrals to use arms at all within the areas of the sea. which it has 
proscribed, even in the df1fense of rights which no modern publlcist 
bas ever before questioned their right to defend. 7'he· intimation is 
conveyed that the armed guards which we bave placed on our merchant 
ships will be treated as beyond the pale of law and subject to be dealt 
with as pirates would be. Armed neutrality is ineffectual enough at 
best; in such circumstances and in the face of such pretensions it 1s 
worse than ineffectual; it is likely only to produ<'e what it was meant 
to prevent; it is practically certain to draw us Into the war without 
either the rights or the effecti\eness of heiLlgerentR. Thet·e ts one 
choice we ca.n not make, we are incapable of making : We wlll not 
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choose the path of subm1sslon and suffer the most sacred rights of our 
Nation and our people to be ignored or violated. The wrongs against 
which we now array ourselves are no common wrongs; they cut to the 
very roots of human life. 

With a profound sense of the solemn and even tragtcal character of 
the step I am taking and of the grave responsibilities which· it involves, 
but in unhesitating obedience to what I deem my constitutional duty, 
I advise that the Congress declare the recent course of the Imperial 
German Government to be in fact nothing less than war against the 
Government and people of the United States; that lt formally accept 
the status of belligerent which has thus been thrust upon it; and that 
it take immediate steps not only to put the country 1n a more thorough 
state of defen e but also to exert all its power and employ all its re­
sources to bring the Government of the German Empire to terms and 
end the war. 

"What this will involve ls clear. It wiD involve the utmost prac· 
tkable cooperation in counsel and action with the governments now 
at war with Germany, and, as incident to that, the extension to those 
governments of the most liberal financial credits, in order that our 
resources may so fru· as possible be added to theirs. It will involve 
the organization and mobilization of all the material resources of the 
country to sapply the materials of war and serve the incidental .needs 
of the Nation in the most abundant and yat the most economical M:ld 
efficient way possible. It will involve the immediate full equipment 
of tte Navy in all respects, but particularly in supplying it with the 
best means of dealing with the enemy's submarines. It will involve 
the immediate addition to the armed forces of the United States 
already pro>itled for by law in case of war at least 500,000 men, who 
should, in my opinion, be chosen upon the principle of unive1·sal liabil­
ity to service, and also the authorization ot subsequent additional in­
crements of equal foree so soon as they may be needed and can be 
handled in trainiu"g. It will involve also, of course, the granting of 
adequa•te credits to the Government, sustained, I hope, so far as they 
cun equitably be sustained by the present generation, by WE'll-co~ceived 
taxation. 

I say sustained so tar as may be equitable by taxation, because it 
seems to me that it would be most unwise to base the credits which 
will now be necessary entirely on · money borrowed. It is our duty, 1 
most respectfully urge, to protect our people so far a'S we may against 
the very serious hardships and evils which would be likely to arise 

. out of the inflation which would be produced by vast loans. 
In carrying out tht:! measures by which these things are to be ac­

complished we ·should keep constantly tn mind the wisdom of inter­
fering as little as possible in our own preparation and in the equip­
ment of our own military forces with the duty-for it will be a very 
practica'l duty--of supJ)lying the nations already at war with Qer­
many with the materials which they can obtain only from us or by our 
assistance. They are in the field and we should help them in every 
way to be effective· there. 

I shall take the liberty of suggesting, through the several execu­
tive departments of the Go,·ernment, for the consideration of your 
committees, measures for the accomplishment of the several objects 
I have mentioned. I hope thret it will be your pleasure to deal with 
them as having been framed after very careful thought by the branch 
of the Government upon which the responsibility of conducting the 
war and safeguarding the Nation will most directly fall. 

While we do these things, these deeply momentous things, let us 
be very clear, and make very clear to all the world what our motives 
and our objects are. My own thought has not been driven from its 
habitual and normal course by the unhappy events of the last two 
months4 and I do not beliei'e that the thought of the Nation bas been 
altered or clouded by them. I ha>e exactly the same things in mind 
now that I had in mind when I addressed the Senate on the 22d of 
JanuaTy last; the same that I had in mind when I addressed the 
Congress on the 3d of February and on the 26th of February. Our 
object DOW, as then, is to vindicate the principles of peace and justice 
in the life of the world as against selfish and autocratic power and to 
set up amongst the really free and self-governed peoples of the world 
such a concert of purpose and of action as wtll henceforth insure the 
observance of those principles. Neutrality is no longer feasible or de-­
sirable where the peace of the world is involved and the freedom of its 
peoples, and the menace to that peace and freedom lies in the existence 
of autocratic governments backed by organized force which 1s con­
trolled wholly by their will, not by the will of their people. We have 
seen the last of neutrality in such circumstances. We are at the be-­
ginning of an age in which it will be insisted that the same standards 
of conduct and of responsibillty for wrong done shall be observed 
among nations and their governments that are observed among the 
individual citizens of civilized states. 

We have no qua'rrel with the German people. We have no feeling 
toward them but one of sympathy and friendship. It was not upon 
their :impulse that their Government acted in entering this war. 
It was not with their previous knowledge or approval. It was a war 
determined upon as wars used to be determined upon in the old, un­
happy days when peoples were nowhere consulted by their rulers and 
waTs were provoked and waged in the interest of dynasties or of little 

groups of ambitious men who w-ere accustomed to use their fellow 
men as pawns and tools. Self-governed nations do not fill their 
neighbor states with spies or set the course of intrigue to bring about 
some critical posture of afl'airs which w!J~ give them an opportunity to 
etrike and make conquest. Such designs can be successfully worked 
out only umler cover and where DO one has the right to ask questions. 
Cunningly contrived plans of deception or aggression, carried, 1t may 
be, from generation to generation, can be worked out and kept from 
the light only within the privacy of courts or behind the carefully 
guarded confidences of a narrow and privileged class. They are hap­
pily impossible where public opinion commands and insists upon full 
information concerning all the nation's a'ifairs. 

A steadfast concert for peace can never be maintained except by a 
partnership of democratic nations. No autocratic government could 
be trusted to keep faith within it or observe its covenants. It must 
be a league of honor, a• partnership of opinion. Intrigue would eat 
its vitals away; the -piottings of inner circles who could plan what 
they would and render account to no one would be a eorrnption seated 
at its very heart. Only free peoples can hold their purpose and their 
honor steady to a common end and prefer the interests of mankind 
to any narrow interest of !.heir own. 

Does not every American feel that assurance has been added to our 
hope for the future peace of the world by the wonderful and heart­
ening things that have been happening within the lllst few -weeks In 
Russia? Russia was known by those who knew It best to have been 
always in fa-ct democratic at heart, in all the vital habits of her 
thought, in all the intimate relationships of her people that spoke 
their natural instinct, their habitual attitude toward life. The autoc­
racy that crowned the summit of her political structure, long as It 
had stood and terrible a'S was the reality of Its power, was not in fact 
Russian in origin, character, or purpose; and now it has been shaken 
o.tr and the great, generous Russian people 11ave been added in all 
their naive majesty and might to the forces that are fighting for 
freedom in the world, for justice, a.'Q.d for peace. Here is a fit partner 
for a league of honor. 

One of the things that has served to convince us that the Prussian 
autocracy was not and could never be our friend is that from the very 
outset of the present war it has filled our unsuspecting communities 
and even our offices of government \\1th spies and set criminal intrigues 
everywhere afoot against our national unity of counsel, our peace 
within and without, our industries, and our commerce. Indeeo, it Is 
now evident that its spies were here even before the war began ; and 
it is unhappily not a matter of conjecture but a fact- proved in our 
courts of justice that the intrigues which have more than once come 
periously near to disturbing the peace and dislocating the industries 
of the country have been carried on at the instigation, with the sup­
port, and even under the personal direction of official agents of the 
Imperial Government accredited to the Government of the United 
States. Even in checldng these things and trying to extirpate them 
we have sought to put the most gem'fous interpretation possible upon 
them because we knew that their source lay, not in any hostile feeling 
or purpose of the German people toward us (who were, no doubt, as 
ignorant of them as we ourselves were), but only in the selfish designs 
of a Government that did what it pleased and told its people nothing. 
But they have played their part In serving to convince us at last that 
that Government entertains no nlal friendship for us and means to 
act against our peace and security at its con\enience. That it means 
to stir up enemies against us at our very doors the intercepted note to 
the German minister at Mexico City is eloquent evidence. 

We a.re accepting this challenge of hostile pmpose because we know 
that in such a government, following such methods, we can never 
have a friend ; and that in the presence of its organized power, always 
lying in wait to accompli.'3h we know not what purpose, there can be 
no as~mred security for the democratic governments of the world. 
We are now about to accept gauge of battle with this natural foe 
to Uberty and shall, if necessary, spend the whole force of the NaUon 
to check and nnll1fy Its pretensions and Its power. We are glad, now 
that we see the facts with no vcll of false Jlretense about them, to 
fight thus for the ultiAlate peace of the world and for the liberation 
of its peoples, the German peoples included; for the rights of nations 
great and small and the privilege of men everywhere to choose their 
way of life and of obedience. The world must be made safe for 
democracy. Its peace must be planted upon the tested foundations of 
political liberty. We have no selfish ends to serve. We desire no 
conquest, no dominion. We seek no indemnities for ourselv('s, no 
material compensation for the sacrifices we shall freely make. We are 
but one of the champions of the rights of mankind. We shaH be sat­
isfied when those rights have been made as secure as the faith and the 
f1·eedom of nations can make them. 

Just because we fight without rancor and without selfish object, 
seeking nothing for ourselves but what we shall wish to share with all 
free peoples, we shall, I feel confident, conduct our operations as bel­
ligerents without passion and ourselves observe with proud punctilio 
the principles of right and of fair play we profess to be fighting for. 

I have said nothing of the Governments allied with the Imperial 
Government of Germany because they have not made war upon us or 

'- .. 
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challenged us to defend our right and our honor. The Austro­
Ilungartan Government has, indeed, avowed its unqualified indorsement 
and acceptance of the reckless and lawless submarine warfare adopted 
now without disguise by the Imperial German Government, and it has 
therefore not been possible for this Gonrnment to receive Count 
Tarnowski, the ambassador recently accredited to tWs Government by 
the Imperial and Royal Government ot Austria-Hungary; but that Gov­
ernment has not actually engaged in warfare against citizens of the 
t!nited States on the seas, and I take the liberty, for the present at 
lea::~t, of postponing a discussion of our relatiO-ns with the authorities 
at \lenna. We enter thls war only where we are clearly forced into 
1t because there are no other means of defending our rights. 

It wiU be all the easie1· for us to conduct oursel\·es as belllgerents 
in a high spirit of right and fairness because we act without animus, 
not in enmity toward a people or with the desire to bring any 
injury or disadvantage upon them, but only in armed opposition to 
an irresponsible Government which has thrown aside all considera­
tions of humanity and of right and is running amuck. We are, let 
me sar again, the sincere friends of the German people, and shall 
desire nothing so much as the early reestablishment of intimate 
relations of mutual advantage between us-however hard it may be 
for them, for the time being, to believe that this 1s spoken from our 
hearts. We have borne with their present Q{)vernment through all 
these bitter months because of that friendship, exercising a patience 
and forbearance which would otherwise have · been impossible. We 
shall, happily, still have an opportunity to prove that friendship in 
our daily attitude and actions toward the millions of men and women of 
German birth and native sympathy who live amongst us and share our 
life, aud we shall be proud to prove it toward all who are in fact 
loyal to their neighbors and to the Government in the hour of test. 
Tht>y are, most of them, as true and loyal Americans as if they had 
never known any other fealty or allegiance. They will be prompt to 
stand with us in rebuking and restraining the few who may be of a 
different mind and purpose. If there should be disloyalty, it will be 
dealt with with a firm hand of stern repression; but if it lifts its 
head at all it will lift it only here and there and without countenance 
except from a lawless and mali;;nant few. 

It is a distressing and oppressive duty, gentlemen of the Congress, 
which I have performed in thus addressing you. There are, it may 
be, many months of fiery trial and sacrifice ahead of us. It is a 
tearful thing to lead this great peaceful people into war, into the 
most terrible and disastrous of all wars, civilization itself seeming 
to be in the balance. But the right is more precious than peace, and 
we sllall fight for tlie things which we have always carried nearest 
our hearts-for democracy, for the right of those who submit to 
authority to have a voice in their own governments, for the rights 
and liberties of small nations, for a universal dominion of right by 
such a concert of free peoples as shall bring peace and safety to all 
nations and make the world itsel! at last free. To such a task we can 
pedicate our lives and our fortunes, everything that we are and 
everything that we have, with the pride of those who know that the 
day has come when America ls privileged to spend her blood and her 
might for the principles that gave her birth and happiness and the 
peace which she bas treasured. God helping her, she can do no other. 

l\lr. FESS. Will the Senator from Washington yield to me 
for a moment? 

Mr. DILL. I do not want to be discourteous, but I can not 
let this war debate go on much longer if I am to have the floor 
at all. 

Mr. S~IOOT. We would like to get back to the bill. 
Mr. DILL. I would like to do so, too; but I yield to the 

Senator from Ohio. 
l\Ir. FESS. Mr. President, I would not have anything to say 

nt all w·ere it not for the suggestion that certain things ought 
to have been done, or might have be~n done, by the minority 
party. The Senator from Washington and I served ln the 
House together during that hectic time. I am of the opinion 
that the statement of the Senator from l'irginia is a correct 
Rtatement with reference to the change of mind of the Presi­
drnt. Therefore I have not anything to say about that at all. 

When the State Department fell into posses5ion of the Zim­
merman note, which indicated that the resumption of un­
re 'tricted submarine warfare would be undertaken on the 31st 
of January, that was a pretty serious bit of information, espe­
cially when it came officially, and suggested that there might 
be an alliance between Mexi.co and Japan. That was the straw 
which broke the back of patience here, and when it was made 
public the President came before the Honse and Senate on the 
2d of February and said that we would have to break off 
diplomatic relations; and I was in e~ttre sympathy with what 
he .·aid. 

:Mr. DILL. I want to remind the Senator that had Germany 
withdrawn her orders regarding sub~arine warfare the Presi­
dent would not have asked for a declaration of war. 

Mr. FESS. That I do not know. · 

Mr. DILL. I take it from the fact that he had not pre­
viously asked for such action. 

M:r. FESS. I want to thank the Senator for yielding to me. 
because the thing I wanted to say was this: That the minority 
Members of the House, who then were the Republicans, had a 
conference· and agreed that while every individual Member was 
free to resist any particular .measure that might come up never 
would the President's recommendations on war matters b~ 
resisted by the minority party. I think that ought to be said, 
because that was done, and we certainly did not in any way 
interfere with the President's policies, and especially by in­
troducing any measure to declare war. There were a great 
many militant utterances from Members like the distinguished 
Gus Gardner, which a good many people thought were too 
militant; but no resolution for a declru·ation of war was evet· 
introduced, and no such resolution w~s introduced, because the 
minority did not want to interfere with the administration 
when a threat of war was on. 

Mr. 'VHEELER. Ur. President--
The VICE PRESIDE~TTf. Does the Senator from Washing­

ton yield to the Senator from :Montana? 
Mr. DILL. I yield. 
Ur. WHEELER. I was goip.g to say that I am very sorry 

we got into a discussion of the war while this tax measure is 
under discussion. I object to this peaceful coalition between 
the Democrats and the Republicans being broken up by a dis­
cu"sion of the war, because I am afraid "that if the discussion 
continues they will get so wide apart that the multimillionaires 
will not have their taxes reduced in time. 

Mr. DILL. Mr. President, I can ;not yield any further. I 
merely want to say that I had no intention of ~ringing up any 
such discussion at all, and if the Senator from Pennsylvania 
had not interjected the war discussion a.nd tried to tie me up 
to condoning the sinking of the Lusitania, and trying to carry 
out the old misrepresentation, that that was what we went to 
war about, I would not have gotten into this discussion. I cer­
tainly did not mean to interject it into the debate as it has 
been interjected. 

What I started to say when I began to discuss the subject 
of war and peace was this : In time of war all that any man 
can do for his country is to offer his services and his life, and 
the workingma.p.., the farmer, and the most common, hun1ble 
citizen can give as much l,n time of war, so far as his service::~ 
at the front are concerned, as the richest and most powerful 
man with all his wealth. In other words, so far as service in 
the Army or in war in any capacity is concerned, the riel! and 
the poor are practically on an equal basis. Neitller can give 
more than his life. 

Whe.n the war is over and the burdens of war are on the 
people, and a great war debt is still a burden on the people of 
the country, then it seems to me only just and right that tlloRe 
who have such a tremendous advantage in lif~ as to have ac­
cumulated millions, as they have been collected in the hands of 
a few, those who have such a tremendous amount of the world's 
goods, as the Senator from Connecticut has show.n, should give 
a larger proportion of their wealth to the maintenance of the 
Government and to the bearing of this burden than is given by 
the common and humble citizens of the land. 

For that reason I say it is no injustice, it is not unreasonable, 
to demand that when any citizen is left an annual income of 
$100,000 net, we take more than 20 per cent of all over tllat, 
and when any citizen has coming to him an estate of more than 
$50,000, without effort on his part, but simply by operation of 
law, it is not unreasonable and it is not unjust to ask that h(' 
shall give a percentage of all over $56,000 to pay thes~ debtH 
and carry these burdens, instead of taking the money out of the 
pockets of the great mass of our .people. 

I regret that my references to war and the expre sion of my 
desire for its abolition caused · the war discussion; yet per hap· 
it was a good diversion, and we will get down to the bill more 
definitely than if we had not had the discussion. 

1\fr. REED of Pennsylvania. Mr. Pre~ident, I want to state 
the effect that would follow the adoption of the pending amend­
ment offered by the Senator ft•om Nebraska. I ask Senators 
to consider, not the estate of a millionaire, but of a man who 
leaves $150,000 to his widow. Under the provision in the bill 
as it came from the House that estate of $150,000 would pay a 
tax o:f $1,500. Tha first $50,000 is exempt, the second $50,000 
pays 1 per cent, the third $50,000 pays 2 per cent, and the tax 
is $1,500. Under the amendment offered by the Senator from 
Nebraska, with precisely the same estate, passing to a man's 
widow, she would have to pay a tax of $16,058. That is ex­
actly what the working out of the amendment offered by the 
Senator from Nebraska would mean. It would increase the tax 
on a bequest to a widow of $150,000 from $1,500, as it would be 
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under the bill as It pa.c:::sed the House, to $16,058. That is the 
amendment we are asked to accept. 

Mr. SI:Ml\IONS. Mr. President, I think this is the most far­
reaching amendment that has ever been offered to a tax bill 
since I have been laboring in connection \\ith these measures. 
I do not think the Senator from Nebraska quite realizes what 
the amendment would mean in its effect upon the tax system of 
the United States. 

If thi amendment shall be agreed to it will impose a tax 
upon estates f our, five, yea, six times· that provided in tl)e 
bill as it passed the House. 

If the amendment of the Senator means anything, it means 
that the amendment is to take the place of the estate tax pro­
posed in the House bill. It means that the devises, the in­
heritances, the legacies, all gifts, shall hereafter be treated as 
income under our tax laws and the taxpayer shall pay at the 
in<:oiLe rate provided in the bill as long as it is in operation as 
a law. As imposed by the House the estate tax is a tax upon 
property. It is now proposed to inject into the revenu·e bill 
a provision that will tax not only living men's profits, that 
will impose a tax upon not only living men's net earnings, but 
will impose an income tax upon the capital and all the assets 
of a man who happens to die and who dies possessed of an 
estate that would pay an inheritance tax or an income tax. 
If the amendment is agreed to, the tax which we would impose 
upon estates would be so enormous that every State in the 
Union would be compelled to r epeal its inheritance tax law. 
But even if that should not happen we would have this anom­
aly: We would have the States of the Union imposing an 
estate tax or an inheritance tax upon dead men's estates and 
we would have the Federal Government imposing an income 
tax upon the flat estate of all dec'edents, two utterly incon­
sistent theories of taxation. That is illogical, i t i s unscientific, 
and it violates all the principles of taxation. 

But that is not the purpose for which I rose. I rose for the 
purpose of showing by an analysis of our income-tax system 
and our estate-tax system that the amendment which the 
Senator from Nebraska now presents, instead of imposing a 
moderate inheritance tax, instead of reducing the high inherit­
ance tax imposed in th'e 1924 law as the House has done, would 
impose upon estates or inheritances, under the guise of an in­
come tax, a tax which would be at least twice as high as the 
income tax under the provisions of the 1924 act and four or 
five times as high as the income tax under the provisions of 
the House bill as it is now before us. 

Let us examine the facts. Let us take an estate of $100,000. 
Under the provisions of the House bill such an estate is subject 
to u tax of 3 per cent. I mean the estate is required to pay 
a tax of 3 per cent upon the estate. If the whole estate is to be 
treated as income, which is the proposition of the Senator 
from Nebraska, when he comes to impose this tax he does not 
regard it as the inheritance-tax provision does, as a flat estate, 
as representing the assets of the decedent. He proposes to 
treat every dollar's worth of that estate as income and to tax 
it as income. 

Taxed as income the rate upon $100,000, including both sur­
tax and normal tax, is 16.0359 per cent. Instead of paying an 
inheritance tax of 3 per cent upon the $100,000 estate, if the 
amendment of the Senator from Nebraska shall be adopted, 
that estate would pay a little over 16 per cent upon the 
$100,000, or a tax five times as great as it would pay under 
the inheritance-tax provision of the House bill. 

But the Senator said that he thought this would properly 
take the place of the inheritance tax proposed by the House. 
I do not suppose the Senator means that he wants the inherit­
ance tax continued and then in addition to that he wants the 
estate to be given in as income and pay an income tax. The 
Senator's proposition, if it is to be considered at all, must be 
taken to mean that he wants the inheritance tax displaced 
by his amendment, so that instead of the $100,000 paying a 
3 per cent tax as imposed by the House blll, he would have 
it pay a tax of 16 per cent as imposed on incomes. 

Mr. NORRIS. The Senator does not thln..k that is fair, does 
he? I have offered the amendment on the theory--

Mr. SIMMONS. The difference will be greater. 
Mr. NORRIS. The difference will be less, and I will show 

it, too. 
Mr. SIMMONS. Does the Senator mean to say that 3 per 

<:ent :flat tax upon an estate is greater than treating the whole 
estate as income and imposing a tax of 16 per cent on it? 

Mr. NORRIS. No; and I do not propose either one. The 
Senator is not stating it as I intended. 

Mr. SIMMONS. Then the Senator will have to modify his 
amendment, as I understand it. 

Let us go a little further. The Senator speaks about the 
millionaire. Under the House estate tax tbe tax upon an 

estate of $1,000,000 is 8 per cent. Thnt is all that would have 
to be paid. It treats the estate as capital. It imposes a capi­
tal tax. But the Senator said that this capital should sud­
denly, · by some legerdemain of legislation, be converted into 
income, and that he wants this million-dollar estate, for the 
purposes of inheritance taxation, to be treated as solid net 
income, to be 1·eturned as other earnings and profits of a living 
man are to be determined and to pay the rate of the House 
bill or the Senate bill, as the case may be. 

I have not the figures for the tax under the Senate com­
mittee .provision, but I have them under the terms of the House 
bill which has the estate-tax provision in it, and the Senator's 
amendment is a substitute for it. If we treat the million 
dollars as income· and tax it as income, under the House bill 
the surtax plus the normal tax would amount to 24-plus per 
cent. That is the effect of the Senator's amendment. 

Mr. NORRIS. Mr. President--
The PRESIDING OFFICER {Mr. WILLIS in the chair). 

Does the Senator from North Carolina yield to the Senator 
from Nebraska? 

Mr. SIMMONS. I yield. 
Mr. NORRIS. I want to interrupt the Senator again, if he 

will permit me. The Senator is making all of these compari­
sons with the House bill. We have amended the House bill. 

Mr. SIMMO~S. I understand that. 
Mr. NORRIS. I do not think it is fair to use figures in the 

House bill. 
Mr. SIMMONS. Wbether the- House bill is enforced or not, 

is not the Senator proposing his amendment as a substitute 
for an estate tax? 

Mr. NORRIS. Yes. 
Mr. SIMMONS. Exactly. 
Mr. NORRIS. But the rates of income are fixed by the 

Senate amendment in the bill and not by the text of the House 
bill. 

Mr. SIMMONS. Then the Senator said that the Senate had 
abolished inheritance taxes. He does not know whether that 
will hold in conference or not. There is no inheritance tax 
now under the provisions of the Senate amendment. If there 
wer·e an inberitance tax, it would be 3 per cent. The tax 
the Senator fought for yesterday has been displaced and is 
gone. When he fought for the House bill, he was fighting for 
a ta.x of 3 per cent upon $100,000. That is gone, and now that 
it is gone he says that the tax should be changed from a 3 per 
cent tax, as I said a little while ago, to a tax of 16 per cent. 
It does not make any difference whether he treats it as apply­
ing to the House bill or the Senate bill. In either case the 
Senator is proposing to sub titute his amendment for an estate 
tax, and the Senator's tax he thinks is just and fair, but what 
he was standing for yesterday was the House estate tax. 

Ur. NORRIS. Mr. President, will the Senator yield again ? 
Mr. SIMMONS. Certainly. 
Mr. NORRIS. That is very true, as far as the committee 

amendment was concerned. I was standing for the House 
estate-tax. provision, but the Senator continues to figure the 
tax by using the House rate when he knows we have stricken ­
that rate out. It is true also that I do not know what will 
happen in conference, but the rates I propose will be in confer­
ence just the same as the House rates. 

Mr. SIM:\iONS. The Senator knows that when we get up 
to a million dollars under the Senate income-tax rate the 
million dollars would pay a surtax of 20 per cent. 

Mr. NORRIS. Exactly. 
Mr. Sll\L\IONS. Plus a normal tax of 5 per cent, which 

would be 25 per cent. That is worse. 
Mr. NORRIS. But it would not figure on the million dol­

lars even. Nobody must pay a tax of 20 per cent and will 
not under this provision, if the Senator will take the exemp­
tions and the lower rates. 

Mr. SIMMONS~ The Senator is entirely wrong about that. 
A man who pays on an income of $100,000 does not pay at 
the flat 20 per cent rate. He pays only 11 per cent. The 
man whose income is $1,000,000 will get the benefit of the 
same reductions upon the first $100,000, and he pays 11 per 
cent on that $100,000; but as to the next $900,000 of his 
$1,000,000 he has to pay a fiat tax, practically, of 20 per cent; 
it is reduced down to a little more than 19 per cent by reason 
of the reduction that he got upon his first $1001()()(). To that 
19 per cent is to be added the n<;>rmal tax. When that is 
done, there is a tax of about 25 per cent as against 8 per cent 
upon an estate of $1,000,000, as provided in the House blll. -

Mr. President, it may be all right if this Government wants 
to impose a flat tax upon capital; if the Government wants 
to make a physical examination of all the property in the 
United States, and then say, "We will by a flat tax upon it 
or an ad valorem tax upon it raise enough money to pay the 
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expenses of the Government." If the Government desires to 
do that, it can be done by apportionment; it can not be done 
constitutionally in any other way ; but it is all right to do 
that constitutionally. However, would anyone propose a fiat 
tax in order to raise money to support the Government? 
Would he propo e a fiat tax of from 16 to 24 per cent upon 
all the property in the United States for that purpose? 

If it is not proposed to impose such tax upon the property 
of a living man, why impo e it upon the property which the· 
dead man has left and which goes to his children and to his 
kin? During his lifetime the living man paid a tux upon all 
the profits of his estate. After he dies and the property goes 
to his heirs, those heirs continue to use that property as he 
did and to pay the income tax upou it. The Government 
has lost nothing by his death; the Government's revenue is 
the same, or at lea 't it is upon the same basis. It is a mere 
transfer, just as in the case of a deed transferring property 
from one man to another. The grantor in that case paid the 
tax upon the income, and the grantee whp succeeds him pays 
the tax upon the income which the property earns. The dead 
man passes away. His on-we will say he has one-takes his 
place ; he inherits the property, and he continues to pay the 
income tax upon it, just as the father paid that tax. 

l\1r. KING. l\Ir. President, will the Senator from North 
Carolina permit an inquiry for information? 

The PRESIDING OFFICER. Does the Senator from North 
Carolina yield to the Senator from Utah? 

Mr. SIMMO~S. Yes. 
Mr. KIXG. I am not sure that I understand the Senator, 

and I do not quite follow his argument. As I understand the 
Senator, his position is that a tax of the character proposed 
by the Senator from Nebraska [Mr. NoRRis] wov.Id be un­
constitutional, because it lacks apportionment. 

Mr. SIMJIONS. No. I have not said that. What I said 
was that a fiat tax imposed by the Government upon all phy­
sical property of the United States would be unconstitutional 
unless it were apportioned. I have not attacked the con­
stitutionality of the pending proposal. 

l\1r. KING. The Senator does not, then, place the tax now 
proposed in the same category? 

Mr. SIMMO ... TS. No; I do not. I was not placing it in that 
category with reference to its constitutionality. I said that 
the Senator brought about a metamorphosis, a very remark­
able change. In an instant he converted property from capi­
tal into income, and proposed that an inheritance should be 
taxed as income to the full amount; and, therefore, it be­
comes necessary to compare the rates and see what tax it 
would pay as property and what tax it would pay as income. 

Mr. KING. If the same rates were imposed. 
1\fr. SIMMONS. If the tax were proposed upon the earn­

ings of the estate, it would be a dl.fferent thing, but the Sena­
tor from • Tebraska proposes to treat the entire estate as in­
come, and to impose the income-tax rates provided for in 
this bill. 

I said, and I repeat, that the tax proposed by th~ Senator 
from Nebraska will be four times higher than the estate tax 
as provided in the bill as it came from the House. It will be 
two and one-half if not three times higher than the present 
40 per cent tax upon estates which was imposed by the act 
of 1924. 

Mr. KING. If, however, the Senator from Nebraska pro­
vided the same rates in his arn,endment as are provided in 
the bill as it came from the House as to estates or inheri­
tances, it would be no different in its effect. 

Mr. Sil\11\IONS. Oh, yes. 
Mr. KING. The only difference would be that one would 

be called income and the other inheritance. 
Mr. SIMMONS. That would be true if the rates were the 

same, but the rates are totally different. 
Mr. KING. I comprehend the Senator's argument. 
Mr. SIMMONS. The rates are totally different because one 

provision treats it as capital and the other treats it as income. 
1\fr. REED of Pennsylvania. Wlll the Senato1· from North 

Carolina pardon an interjection? 
Mr. Sll\UIONS. Yes. 
l\fr. REED of Pennsylvania. I think the Senator from 

North Carolina has calculated the present estate-tax rate on 
$1.000,000 a little too high, so that the contrast is even more 
marked. 

Mr. SUfMONS. Probably I did so. It is 7 per cent, is it 
not, in the House bill? 

Mr. REED of Pennsylvania. Under the House bill the tax 
on $1,000,000 would be $45,000, or 4% per cent, so that really 
the Senator from Nebraska is proposing to multiply the tax 
by 6. 

Mr. SIMMONS. Yes. It is even worse than I thought. 

Mr. KING. Is the rate mentioned by the Senator from 
Pennsylvania on the inheritance or on the income? 

Mr. REED of Pennsylvania. That is on the inheritance. 
The Senator is proposing to multiply the tax on $1,000,000 by 6. 

Mr. SIMMONS. Mr. President, I want to make a further 
statement. I shall make it advisedly. I think the question 
now pending should be discussed from the standpoint of what 
is proper and wise and legitimate legislation in the premises. 
I do not think it ought. to be discussed from the standpoint of 
political capital. I am going to make this statement as the 
result of inquiries which I have made, rather hurriedly, it is 
true, but which are entirely satisfactory to me. I am going 
to make the statement that if the amendment of the Senator 
from Nebraska shall be adopted there will be raised through 
it§ operation nearly twice as much revenue as the Government 
will realize from t.l)e entire individual income-tax schedules as 
now written by the Senate. If this amendment shall be 
adopted we can repeal our income-tax legislation; we can 
repeal all of the nuisance taxes ; we can repeal all of the 
excise taxes ; we can repeal all of the taxes, except the cor­
poration taxes, and we will then have more revenue than we 
will get under the House bill or under the Senate bill. 

What does this proposition mean? It is well known that in 
one generation the entire wealth of the country passes by 
inheritance; that is a fundamental proposition in taxation. 
All of the immense. wealth of the United State of every kind 
and character, real estate, personal estate, choses in action, 
bonds and securities, all pass in one generation into new 
hands as a result of death. That is what the Great Reaper 
does for the human race. Property pas es into new hands; 
and under this amendment, if it shall be adopted, the entire 
wealth of the United States would be taxed once in every 
generation at the income-tax rates prevailing during that 
period. 

\Vbat would be the result? l\lr. President1 I have made an 
lnvestigation to find out what the result would be, and I 
think if Senators will follow the :figures which I give they 
will see what the result would be. The highest rate in the 
estate tax provision now is 20 per cent upon $10,000,000. The 
10 per cent rate is reached at $2,500,000 under 'be House 
bill. Under this amendment an inheritance of $2,000,000 will 
pay at a rate of about 24 per cent, or a little o\·er that-prob­
ably 25 per cent. The tax is advanced from 10 per cent, as 
it is written in the House bill, to 24 per cent, and tbat goes 
all down the line; it starts at the bottom and it goes 
to the top. Under the rates of taxation which would ap­
ply to estates if this amendment were to be adopted, it would 
be all the way from 3 to 6 or 7 times the rates imposed by 
any inheritance tax provision being considered by either the 
House or the Senate and any inheritance tax pro\ision which 
will go before the Committee of Conference. 

\Vhat is the result? I have these figm:es from the actuary 
of the Treasury, who has examined the matter carefully and 
has advised me. 

The wealth of the United States in tangible propeety in 192"2 
was $300,000,000,000. About $9,000,000,000 of that is trans­
ferred by death each year. At an average tax rate of 5 per 
cent, which is the fiat normal rate on incomes, in just one 
year the tax would be $450,000,000. Remember, that is at the 
5 per cent normal tax rate on incomes. 

The average surtax will run it up to 10 or 12 per cent, and 
the actuary advises me that the average, taking in the whole 
tax, would certainly be 10 per cent. With an average rate of 
10 per cent the amount of revenue which the Government 
would realize from this amendment, if adopted, would be 
$900,000,000 a rear, or just about twice the amount that we 
are now receiving from the income tax upon the income of 
individuals. 

Mr. REED of Pennsylvania. And nine times the amount 
that we are getting from the present inheritance tax? 

Mr. SIMMONS. Yes; nine times the amount that we are 
getting from the present 1nberitance tax. 

Mr. KING. I think the Senator, though, should take into 
account, as probably he has, the exemption of $50,000, and that 
most of the estates in the United States are under $50,000, 
and those are not taxed at all. 

Mr. SIMMONS. That would make no difference, because 
there is no $50,000 exemption in the matter of the income tux. 
There is a $50,000 exemption under the pre. ent tax on e'tates, 
and the rate is 3 or 4 per cent upon $100,000 and 10 per cent 
upon $2,000,000. Under the present law the exemption of 
$50,000 on estates reduces the tax; but when you convert an 
estate into income and put it in the income column of our 
revenue laws, then there is no $50,000 exemption. An estate 
of that size would ha\e only $2,500 exemption if it iR the 
estate of a married man, and only $1,000 exemption for a 
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single man. That makes the comparison all the more disad­
vantageous to the proposition of the Senator from Nebraska. 

Mr. KING. Mr. President, I think, if I may be pardoned, 
the Senator has not caught mY. point. 

Mr. SIMMONS. No; probably I have not. 
Mr. KING . . My understanding is that the amendment of 

the Senator from Nebraska-and I only heard it read hur­
riedly-provided that this tax should not begin to apply un­
less there was an estate of more than $50,000, so that all the 
estates under $50,000 which went to men or _women or children 
would not be ubject at all to the gross income tax . 
. Mr. REED of Pennsylvania. That exemption of $50,000 ap­
plie , under the Senator's amendment, only to bequests to the 
wife or to a son or daughter. 

Mr. KING. Of rour e, to that extent there would be a 
diminution from the nine billions which the Senator has de­
clared is the estate which is transmifted annually. 

Mr. SIMMONS. Oh, yes; if that provision went in, there 
might be that exemption in that particular instance, but that 
would not change the relative situation at all. That exemp­
tion would have to be uniform to put the case on an absolute 
parity, and when you put him upon an absolute parity the 
difference is between 3 per cent on $100,000 anll 16 per cent on 
$100,000, 10 per cent on $2,000,000 and 25 or 2{) per cent when 
figured as income. 

Mr. President, I do not oppose that the Senate, if it under­
stands this proposition, will tbink for a momt-nt of indorsing 
it. If we are going to have a. substitute for the inheritance 
_tax; let us have a substitute that is reasonable. 

Mr. NORRIS. Mr. President, before we vote on the amend­
ment I have a few words to say. I am very sorry, indeed, that 
there are not more Senators here to hear it, but I suvpose this 
coalition will not lose their grip on thi8 amendment; so that 
the most I care for is to get a record vote, and to have the 
Seaate called just before we take the vote, in order that they 
may hear the modifications that I propose to make in the 
amendment. 
. Here is a remarkable condition. The Senator from Utah 
[Mr. SMOOT] and the Senator from North Carolina [Mr. SIM­
MONS], who jointly have this bill in hand, ann who are run­
ning along together as smoothly and as nicely as tw~ Siamese 
twins, one as a pilot and another a' an engineer of the steam­
roller both make speeches against this amendment. These 
two g~eat statesemen, who see at a glance just what is going to 
happen to the country if this amendment is agreed to, tell the 
Senate what is going to happen. The burden of the song of the 
Senator from Utah is that it will raise only ~250,000 in revenue, 
just a bagatelle. When he said th~t I thought he was going to 
say: "Well, we will just accept it. It does not hurt anything, 
because it will not tax anybody. It will raise only $250,000 in 
re\enue." Of cour e, you know, an expert is a fellow who gives 
a direct, positive opinion about something fhat nobody else 
knows anything about, and the result is that they take his word 
for it, because there is not anybody who knows enough about 
it to contradict him. 

Now we come to the next expert, the assistant engineer on 
this m~chine; and the burden of his song is that this amend­
ment, if enacted into law, will tax the very life and existence 
out of all the widows and orphans in our country. Take your 
choice, Mr. P1·esident. 

The great Senator from Pennsylvania [Mr. REED] thinks 
that he has dealt the amendment a death blow when he makes 
a computation to show how much a widow with $150,000 com­
ing to her by bequest would have to pay in the way of taxes. 
He, too, seems to be imbued "\\ith the idea that the tax is so 
great that nobody can stand it. 

So the expert on the other side, if he has not been contra­
dicted by his chief lieutenant or his general or his captain, 
as the case may be, here, I SUQJ2900 would stand uncontra­
dicted, and everybody would have to say: "Yes; this tax is 
too heavy." When they read what the Senator from Utah 
says, or if they listened to it, they would say: "Why, it is 
not worth voting for, because it does not tax anybody; it does 
not bring in anything." Then they would hear the Senator 
from Pennsylvania, another official on this steam-roller ma­
chine, and he says that in order for a widow to get $150,000 
for nothing she must pay $16,580, or something of that kind. 
Personally, I do not think that is an e:xo1·bitant tax when you 
are getting that much money for nothing. Another Senator 
makes a computation with 1igures to show that a few men of 
great wealth in this country a:re paying the bulk of the taxes. 
That shows the viewpoints of people. · 

I thought that was one of the best arguments in favor of 
this amendment that has been made. I would not have dared 
make it, Mr. President. I would have been called a bolshe­
vist. They would have said: "Here he ls trying to gouge 

the millionaires ; he is trying to put one class of people up 
against another and get them to fighting." But when men are 
behind this bill they endeavor to show by figures that a few 
men pay the most of the taxes and thereby demonstrate just 
what I want to prevent-that we are fast drifting to a point 
where the wealth of . this country will be owned by a few 
people. I would not have said that if the Senator from Con­
necticut [Mr. McLEAN] had not brought it out so forcefully, 
because I would have lacked the courage to say it. It would 
have brought down on my poor, weak, unhappy head a great 
many condemnations from men who would say that I was 
bolshevlstic in my tendencies ; but nobody would charge the 
Senator from Connecticut with being a bolshevist, and I hope 
I can adopt his argument without myself being shoved over 
even into the socialistic class. • 

Did it ever occur to you, Mr. President, following out that 
line-that is my text right now-that 2 per cent of the people 
of this country own more than 50 per cent of the wealth, a.nd 
they ought to pay the taxes? In fact, they will have to if they 
are paid. You can not get blood out of a turnip; and with the 
enormous taxes that we have to 1·aise, we must go where 
the money is to get it. I want to go where it will be gotten 
ea ily~ without any burden, and that is what this amendment 
seeks to do. 

The Senator from North Carolina [l\Ir. SIMMONS], it seems 
to me very unfairly, in giving figures as to what must be paid 
under this amendment, always computed the figures of the 
income tax as shown in the House bill. He had a perfect right 
to do that, but that is not the way to consider this amendment. 
This amendment is offered on the theory of the action of the 
Senate in striking out the income-tax figures of the House and 
cutting them down; so that, :fi.gru·ing it under the bill as it 
now stands-and I think that is a fair way to do it, aml the 
only fair way-the various sums that he has given would 
always be very materially reduced. 

Another thing the Senator does that I do not think is fair 
is this : In computing the amount that is to be paid by any 
given estate he always takes the estate as a whole. There is 
not one time in a thousand when that kind of an illustration 
would apply. The estate tax applies to the estate as a whole, 
but this amendment does not apply to the estate as a whole. 
This amendment applies to · the various inheritances and be­
quests and devises ; and, as I said, there will not be one case in 
a thousand where this amendment, if it should become a law, 
will ever be applied to an estate as a whole. That will happen 
only where the estate is not divided at all; and if it is not 
divided, it ought to apply. That is where the danger to our 
civilization lies-in not dividing up these great estates. Again, 
before somebody unduly criticizes me, let me say that I can 
back that up by the argument of the Senator from Connecti­
cut [Mr. McLEAN], who has told us how wealth is bearing all 
the burdens now. 

In other words, if a man has an_ estate of $1,000,000, and he 
leaves children and divides it among them, or divides it among 
his friends, or, like the great Mr. Duke, for instance, divides 
it up into various parcels, the percentages in this amendment 
will apply to each one of the parcels. It will, therefore, not 
go up as high as it would if it were applied to the estate as a 
whole. That is the difference between an estate tax and an 
inheritance tax. Under the estate tax that we have now, or 
any other estate tax, the computatio.ns are based on the 
estate taken as an entity, taken as a whole. An inheritance 
tax reckons its percentages upon the variou inheritances; and, 
as I said before, the amendment as it now stands could be com­
pletely a voided as far as taxation is concerned by any man if 
he would divide his property up into enough parcels, no 
matter how big it is. It would be possible, if this amendment 
should become a law, that any man in the United States sub­
ject to this law could avoid it entirely, and do it with perfect 
legality, if he divided his estate up into small enough parcels. 

Mr. SIMMONS. That is, the Senator would make the tax 
very high because he is satisfied that it would be avoided? 

Mr. NORRIS. No; I say he could avoid it. Under the 
illustrations that are continually given by the Senator from 
North Carolina, he takes the estate as a wh~ and figures on 
that, which, of course, never would be done in practice. It 
would not be the law, and I submit it is not at all fair to do 
that in the way of gi\ing illustrations. 

Mr. SIMMONS. I want to say to the Senator, if he will 
pardon me-

Mr. NORRIS. Certainly. 
Mr. SIMMONS. In giving the basis of my final conclusion, 

the :figures which I gave, $9,000,000,000, which would be sub­
ject to income tax under the Senator's amendment, represented, 
I find, only tangible property. They did not take in, as 1 
thought they did at the time I was speaking, bonds and other 
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intangibles. It we should take in money and bonds and stocks, 
it would probably amount to twice that. 

Mr. NORRIS. Is that the income that would come from it? 
Mr. SIMMONS. Nine billion dollars, I said, was the amount 

of income tax that would have to be paid under the amendment 
of the Senator, representing the value of the tangible property, 
but if we include--

1\fr. NORRIS. Let me get the Senator's idea. Does the 
Senator mean to say that if this amendment should become a 
law in one year there would be collected under it $9,000,000,000? 

l\Ir. SIMMOXS. I did not say that. I said that at once. 
according to the estimates-and, of course, these things all 
have to be estimated-the tangible property changing hands 
annually by death, which would be subject to income tax, 
would amount to ${f.OOO,OOO,OOO. 

Mr. NORRIS. In one year? 
Mr. Sll\fl\IONS. Yes. The Senator complained that I did 

not give the benefit of the deductions and the benefits to the 
estate. He is talking now about an inheritance tax. 

Mr. NORRIS. Yes. 
l\Ir. SIMMON'S. And not an estate tax. I am saying to the 

Senator that if I had added all the intangible property, chang­
ing hands each year by death, to this $9,000,000,000 of tangi­
ble property, it probably would have amounted to fifteen or 
sixteen or eighteen billion dollars of property that would an­
nually be converted to capital subject to income tax. 

Mr. NORRIS. The Senator gives me an idea that I had 
entirely overlooked. He sugge ted to me an argument in favor 
of this amendment that I had not thought of, and he has given 
me some :figures to back it up. Outside of the intangible prop­
erty, there would be about $9,000,000,000 that would become 
subject to the tax, he says. If we include the intangible prop­
erty there would be about how much-$16,000,000,000? 

Mr. SIMMONS. I have no figures on that. 
Mr. NORRIS. What was the estimate? 
Mr. SIMMONS. It was estimated that it would be prob­

ably very much larger, probably sixteen billion. 
Mr. NORRIS. All right. Nine from sixteen leaves seven. 

Seven billion dollars of property, intangible, which to a great 
extent goes now absolutely untaxed, this amendment would 
get. That ought to be a sufficient reason for voting for the 
amendment. 

One of the difficult things in the administration of our tax 
laws is the ability to tax intangible property. It can not be 
reached, and it is not reached, or a very small proportion of 
it is reached. · 

Mr. SIMMONS. Does the Senator mean--
. :Mr. NORRIS. According to the Senator's figures, not mine­
! am not an expert-according to the Senator's figures, there 
is to be brought to the surface for taxation by this amendment 
$7,000,000,000 worth of intangible property which now, to a 
very great extent, escapes taxation, and which everybody ad­
mits ought to be taxed. 

Mr. Sll\1l\10NS. Owners often escape taxation under the 
laws we have made levying taxes upon incomes, do they not? 

Mr. NORRIS. All kinds of laws. We have never passed 
a law which covers it all. 

Mr. SIMMONS. If they escape it now under the law, they 
will escape it under the new law. 

l\lr. NORRIS. The Senator is complaining that under this 
amendment it will not ·escape, and everybody knows that under 
an Inheritance or estate tax it does not escape. That is one 
of the things which an estate tax or an inheritance tax reaches 
which no other law ever devised by the brain of man has suc­
eeeded in reaching in full. 

Mr. SIMMONS. The point I made was this, that If these 
intangible properties are escaping taxes under the present 
income tax law, if we require that they be given in as part 
of a dead man's estate as income, the beneftciarfes can evade 
that income tax, just as people are evading the present in­
come tax. 

Mr. NORRIS. No, Mr. President--
Mr. SIMMONS. But, as a matter of fact, the Senator 

knows-- • 
Mr. NORRIS. I hope, the Senator will permit me to go on. 

I will let the Senator interrupt me, but not to make a speech. 
Mr. SIMUONS. The Senator has heen criticizing me per­

sonally and otherwise in all the arguments be makes. His 
principal argument, and seemingly the one he most relishes, is 
ail attack upon me. A little while ago he talked about my 
coalition with the other side. When we got to the automobile 
tax he was very glad to have me cooperate with him, and I 
dld. When we got to the admissions tax he was very glad to 
have me cooperate with him, and I did. 

Mr. NORRIS. I take off my hat to the Senator. I am glad 
the Senator did cooperate with me. I was tickled to death to 
have him do it. 

Mr. SIMMONS. That showed the Senator that his statement 
about my alliance with these people, except in matters in which 
I agreed with them, just as I agreed with the Senator in the 
matters in which I voted with him, was unwarranted. The 
Senator then confessed that those arguments and those slurs 
he has been casting upon me were unwarranted and untrue. 

Mr. NORRIS. No, Mr. President. In the first place, I did 
not cast any slurs. In the next place, I very, very gladly con­
fess, I very gladly concede, that the Senator believes in every­
thing he has ever professed, and that he went with the Senator 
from Utah because he agreed with the Senator from Utah. 
I never doubted that. I have said a good many times that as 
between the Democratic machine and the Reopublican machine 
it was just a choice between tweedledee and tweedledum. They 
do believe alike, I concede, perfectly honestly. 

The Senator has made an estimate-and I take his figureR­
of $7,000,000,000 wort~ of intangible property. E\erybody 
knows it escapes taxatiOn almost entirely now. The Senator 
says it will escape it under this amendment. But no economist 
has ever asserted--

Mr. SIMMONS. No; I did not say it would escape it under 
this amendment. I said by the same method that it escapes 
it now, as the Senator says it does, if it does, it will do so 
under this amendment also. 

Mr. NORRIS. All right--
Mr. SIMMONS. But the Senator and everybody knows-· ­
Mr. NORRIS. The Senator has made hi statement. I will 

accept it. 
Mr. SIMMONS. The Senator made another statement that 

I want to answer. 
Mr. NORRIS. I will let the Senator go on, certainly. 
Mr. SIMMONS. The Senator said that under the present 

law all these bonds and securities and stocks alll.l intangible 
stuff of that sort escape any tax at all, and he ays everybody 
knows that is so. Everybody knows that the Senator is mis­
taken about it, and that they are now paying in the way of 
income taxes very considerable amounts. That tax constitutes 
a very large part of the taxes realized by this Government 
under the income tax law. 

Mr. NORRIS. I think the Senator ought to modify his 
statement just a little. The RECORD will show that I said that 
intangible property to a great extent escapes taxation; that 
everybody admits it; and that everybody knows it. If I am 
wrong about it, and it does not escape taxation, then the Sen­
ator is right. But I make the statement-! made it a while 
ago, when the Senator interrupted me before-that under this 
amendment, under every inheritance tax law, under every 
estate. tax law, intangible property does not escape taxation; 
that 1s, when a man is dead and when the administrator 
gathers together and Itemizes all of his property. That is 
once when it does not escape taxation, if there i.s a law that 
taxes it. If there is no estate tax, if there is no inheritance 
tax, it escapes again and goes free of taxation to the men 
and the women and the corporations to whomever it is given, 
and who have never done anything to accumulate it or bring 
it together. 

Mr. SIMMONS. Mr. President, will the Senator permit an 
interruption? 

Mr. NORRIS. Yes. 
Mr. SIMMONS. In the hands of a living man these bonds 

and stocks and securities pay an income tax upon their earn­
ings under the present law, and 1t ls a very difficult matter I 
should think for them to escape. 

Mr. NORRIS. There is a great deal of tax paid under it, 
there is no question about that. Not all intangible property 
escapes taxation. 

Mr. SIMMONS. But the Senator says that when a man 
dies he wants to treat these notes, these bonds, these choses 
in action, these securities, as representing income to his heirs, 
his legatees, or his devisees, and tax the whole volume of the 
estate, both personal and real, tangible and intangible, as 
100 per cent income. 

Mr. NORRIS. Is that the question of the Senator? He 
has not even an interrogation point after it this time. What 
does the Senator want me to do? 

Mr. SIMMONS. That is all I want to say. 
Mr. NORRIS. All right. Again, these estates, under this 

amendment, are not taxed as a whole. .This particular amend­
ment would not be any better than any other estate tax or 
inheritance tax, as far as gathering intangible property of a 
dead man together is concerned, but unless the property is 
shown up somewhere nobody gets it; 
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When a man dies, the administrator or the executor gathers 

all his property, and everybody who ls interested in his prop­
erty is am...ious to see gathered together just as much as pos­
sible, and none escapes. This would tax it as income to those 
who get it. It does not tax the man who owned it. It does 
not levy any tax on the estate. There is nothing to that. 
The computations which have been made here hy the dozen, 
figured on the estate, have no application whatever to this 
amendment. 

Mr. SIMMONS. l'dr. President, the computation I made was 
based upon a flat tax of 5 per cent. The Senator knows that 
under the income tax law it goes up to as high as 24 per cent. 
We put it at 5 per cent, then estimated that it would not prob­
ably exceed 10 per cent. It might reach 10 per cent, but even 
with a rate of 5 per cent we would get from this tax $450,-
000,000. 

Mr. NORRIS. Four hundred and fifty million! Here are 
the two experts, the Senator from Utah and the Senator from 
North Carolina ; one says $450,000,000, and the other says 
'j'250,000. 
. Mr. SIMMONS. No, l\.1r. President; I did not say that. I 

said the Actuary of the Treasury, Mr. McCoy, had made the 
calculation--

1\lr. NORRIS. The Senator did not say that before, but-­
Mr. SIMMONS. I did say that in my speech. 
Mr. NORRIS. The Senator did not say it just now. 
Mr. SIMMONS. No; what was the use of repeating it? 
Mr. NORRIS. I will let the Senator put it in his own 

words. I hope he will be patient. 
Mr. SIMMONS. I am not impatient. 
Mr. NORRIS. No; I know the Senator is not, but I was 

in hopes be would be. 
1\Ir. SIMMONS. I thought the Senator had in mind trying 

to make me impatient, but I am not going to let him succeed. 
. Mr. NORRIS. I am not succeeding at all, if that ls my 

object. Everybody can ee that. The Senator is very calm. 
I congratulate him. 

Let us come again to these two leaders here-and I hope 
nobody will be offended when I call them the two leaders. 
The Senator from Utah says this tax will raise $250,000, and 
the Senator from North Carolina says it will raise $450,000,000. 
They are just a little bit apart in their estimates for two 
men who are handling this tax bill. If the rest of us wander 
around and stagger and tumble and fall when our leaders are 
as far apart as that, I do not think there ought to be any 
criticism. There is a difference of a little over $449,000,000 
between these men as to the income this will produce. 

1\Ir. SMOOT. It is useless to interrupt the Senator, but I 
said that under the gift tax there would be not to exceed 
$250,000. That is exactly what I said. 

Mr. NORRIS. Do not try to get out of it like that. I will 
accept the Senator's word, if he says he said that. 

Mr. S~100T. That is exactly what I said. 
Ur. NORRIS. Did the Senator write it down on the paper 

he has before him? 
Mr. SMOOT. No; I ha\e it llere, though. 
Mr. NORRIS. I see the Senator has it in typewriting. 
Mr. SMOOT. No; that is the Senator's own proposed 

amendment. 
Mr. NORRIS. That is my amendment, and that is what the 

Senator said would raise $250,000. 
Mr. SMOOT. No; that is not the figure. That is $2,000,000 

that I had reference to. 
Mr. KORRIS. I do not mean tho e figures. I am referring 

to the amendment. The Senator said right at the beginning of 
this debate, said it right out in the open, and I have no doubt 
but that the reporter has it in the RECORD--

1\lr. SMOOT. If it is, it will be there to-morrow. 
l\:lr. NORRIS. I hope so. 
Mr. Sl\lOOT. There is no doubt about it. 

· Mr. NORRIS. I hope so. It is quite immaterial whether it 
is there or not. I only meant that those figures show, after 
all, that all great men are human, and here are two great 
men, one or the other of whom, if not both of them, must be 
mistaken. I am inclined to think we will find out, if this 
amendment shall be put in and allowed to run a year and 
tried out, that neither one has come within a few dollars, at 
least, of being correct. 

1\lr. SMOOT. I was discussing the gift tax. For the first 
six months of 1925 we collected $138,619.84, and twice that 
amount would be_ a little over $250,000, just as I said. I do 
not know anything about what basis the Senator from North 
Carolina used. 

Mr. SIMMONS. I told the Senator I was giving the esti­
mate of the Actuary of the Treasury. 

LXVII-243 

Mr. SMOOT. The Senator asserted ·I was not referring to · 
the gift tax at all. 

Mr. SIMMONS. No. I was referring to the income tax, 
Mr. NORRIS. The Senators were both referring to my 

amendment. 
Mr. SMOOT. I was referring to the gift tax. 
Mr. NORRIS. But I was discussing the amendment. The 

Senator from Utah interrupted when somebody asked the 
question and said it would bring in $250,000. 

Mr. SMOOT. The Senator is mistaken, because I stated-­
Air. NORRIS. All right; suppose I am mistaken? 
1\Ir. SMOOT. Let me complete my statement. 
1\lr. NORRIS. It is nothing but an estimate in either case. 

It is not any great sin. I only want to call attention to how 
far two men differ, but I do not think either one is right 
or that the expert in the Treasury is exactly right, and I do 
not care very much. It is not material so far as the amend-
ment is concerned. I just mention it in passing. · 

Mr. SMOOT. I simply say that when I was ~iscussing th~ 
question I stated that if we did not have an inheritance tax 
there was no good in having the gift tax, and the Senator 
agreed to it. 

Mr. NORRIS. Yes; I said the same thing. 
Mr. SMOOT. Then when the question arose as to what 

the gift tax would bring in, I said the gift tax now would 
bring in about $250,000 a year. That is all there was to it. 

Mr. NORRIS. Now the Senator has had his say and I 
have just as much respect for his judgment as I have for my 
own, and that is saying a good deal. But I want to give my 
version of it. The Senator is talking of a time that is entirely 
different fi·om the time I am speaking of. It was not when the 
Senator said if there was no inheritance tax a gift tax would 
not be necessary that he said that the gift tax was bringing 
in $250,000. That is not the time I referred to at all . 

Mr. S~IOOT. It was the time I referred to, though. 
Mr. NORRIS. The Senator will certainly permit me to 

have my opinion as to what he said. The Senator will do that, 
will he not? 

1\Ir. SMOOT. Is not that when I interrupted the Senator? 
Mr. NORRIS. I am just about to tell. When I was dis­

cussing it some one, I do not know who it was, asked the 
question, "How much will it raise?" and the Senator, without 
getting out of his seat-it was not when he was debating it 
but when he was seated in his place-said $250,000. Of course: 
I may be entirely wrong and the Senator from Utah may be 
entirely right. Ordinarily I would say. that I was wrong and 
the Senator was right, but so often in the few years I have 
been here I have found that even the Senator from Utah is 
sometimes mistaken that I am inclined to think perhaps he 
may be mistaken now. 

Let us remember the fundamental difference between an 
inheritance tax and an estate tax. The estate tax uses as the 
basis the entire estate. For instance, let us say we have an 
estate of $5,000,000 and there is a flat estate tax . of 1 per cent. 
We would reckon 1 per cent on $5,000,000. Then let us say 
it goes as high as 10 per cent when it gets to $10,000,000. 
With an estate of $12,000,000 we would have $2,000,000 above 
the $10,000,000, and that would be figured at 10 per cent. 
Now let us take that same estate of $10,000,000 and apply 
the inheritance tax to it. Suppose the owner of that estate 
had five children and gave each one of them, one-fifth of his 
estate. Each one would get $2,000,000. We would start to 
compute the rates and would stop at $2,000,000 in each case, 
so we would never reach the high brackets. That is the dif­
ference. So when the Senators take up my amendment and 
take an estate named at a specific figure, and calculate the 
tax it will pay, they have not made a fair application of the 
proposition because, while I concede that there might be an 
estate not divided at all, that \ery seldom happens. 

l\1r. KING. Mr. Pre ident, will the Senator yield? 
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to the Senator from Utah? 
Mr. NORRIS. Certai.nly. 
Mr. KING. What would be the tax upon an estate of 

$10,000,000 undivided? 
Mr. NORRIS. I have not figured it, but I will say to the 

Senator that when we get above $100,000, taking the bill as 
amended by the Senate, it would be 20 per cent on all above 
$100,000, and under $100,000 it would take the rates running 
down to the deductions· of income brackets. · 

·Mr. KING. It would be less than 20 per cent approximately? 
Mr. NORRIS. Oh, yes. 
Mr. KING-. Between 15 and 18 per cent? 
Mr. NORRIS. Yes ; but the Senator well knows that ·an 

estate of $10,000,000 does ;fiOt . usually pass in one estate. It is 
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not once tn n thousand times that one person gets the estate 
either by act of law or by the will of the testato,l'. I suppose it 
is fitir to say that five or six divisions would be the average. 
Take a $10,000,000 estate and divide it up into enough portio;ns, 
and they would not reach up to the high brackets like they 
would if it was all counted as one bulk, like the estate tax 
would do. That is the point I want to make. 

To my way of thinking no one has offered a valid objection 
to my amendment. 

Mr. KING. Mr. President, will the Senator permit an 
inquiry? 

Mr. NORRIS. Yes. 
Mr. KING. I was wondering whether the Senator had any 

information as to the number of estates under $50,000? The 
Senator from North Carolina stated, if I understood him cor­
rectly, that, accepting the general view, the estates of all 
tlecedent.s in a year would amount to about $9,000,000,000. 

Mr. SIMMONS. Of tangible property. 
Mr. KING. Just tangible? 
Mr. SIMMONS. Just tangible property. 
Mr. KING. Not intangible? 

· Mr. SIMMONS. I was making my statement based upon 
tangible property only. It does not include bonds, it does not 
include stocks, and it does not include securities of any kind. 

Mr. KING. I was wondering If the Senator from Nebraska 
had any figures as to the proportion of estates in value, if not 
in numbers, during the year? 

Mr. SIMMONS. Does the Senator mean under the inher­
itance tax? 

l\Ir. KING. Yes. 
l\Ir. SIMMONS. I can give the Senator the figures if the 

Senator from Nebraska will permit me to do so. 
Mr. NORRIS. Oh, yes; I yield. 
Mr. SIMMONS. The returns of net estates subject to in­

heritance tax in 1924, the last year of whlch they have a 
record, were 13,759 in number. The table shows th$lt e tates 
under $50,000 subject to tax-the $50,000 exemption had not 
been taken out-were 6,452, nearly one-half of the total. The 
table further shows that the number of returns of estates be­
tween $50,000 and $150,000 was 2,391 ; estates betw~en $150,000 
and 250.000, number of returns, 7 42 ; between $250,000 and 
$450,000, number of returns, 566; between $450,000 n.nd $750,-
000, number of return , 266; between $750,000 and $1,000,000, 
number of returns, U4; between $1,000,000 and $1,500,000, num­
ber of returns, 86; between $1,500,000 and $2,000,000, number of 
returns, 36; bet'\\een $2,000,000 and $3,000,000, number of 
returns, 23; between $3,000,000 and $4,000,000, number of re­
turns, 9; between $4,000,000 and $5,000,000, number of re­
turns, 1; between $5,000,000 and $6,000,000, number of re­
turn , 4 ; between $6,000,000 and $7,000,000, no returns; be­
t'\\een $7,000,000 and $8,000,000, number of returns, 2; be­
tween $9,000,000 and $10,000,000, number of returDB, 4; over 
$10,000,000, number of returns, 5. Those figures are taken from 
the statistics of incomes for 1924. 

l\lr. KING. I want to call the attention of the Senator from 
Nebraska to the fact-and the figures which the Senator from 
North Carolina has given corroborate me in the view which I 
had, and as I had remembered the figures-that the great ma­
jority of the estates were under $50,000. As I understand the 
Senator's amendment, it would tax gifts, but anything below 
$50,000 would not be ubject to tax, which his amendment con­
templates. Therefore the great majority of the property of 
decedents would not be subject to the tax proposed by the 
Senator's amendment. When the Senator contemplated such 
an enormon amount of revenue based upon the presumption of 
$8,000,000,000 or $9,000,000,000 or $10,000,000,000 transmitted 
by death-that is, that there was that amount of property de­
volved by death upon others-he failed to take into account, 
or at least it was not stated, that the greater part of this 
property would probably be held by estates under $50,000 and 
not subject to taxation. 

1\fr. NORRIS. I think the Senator from Utah has made the 
point very clear, and it is a complete answer to 90 per cent of 
what the Senator from North Carolina has said in his argu­
ment. 

The amendment will get taxes from securities that are no" 
tax free. It will get intangible property that to a great ex­
tent is tax free now. It does not tax the man who owns the 
property, something that is not true of every other tax. It only 
taxes the person who gets the property for nothing, so that it 
can be no hartlsbip and no burden. It will bring in quite a 
large amount of revenue. 

I want to return again to the illustration I made when I 
began and to conclude with it. Here are two people, one of 
whom works and labor and accumulates an estate of $10,000, 
let us say. He may have «lone it on the farm. He may have 

done it in the chair. He may have done it in the counting­
house. He may have done it in the pulpit, although I doubt 
that very much. He may have done it in the Senate, even. 
He has a net estate of $10,000. He has earned every dollar of 
tt. Be has toiled for it. He has given the inews of his life 
for it. It may be that it cost him many a drop of sweat and 
many a day of weary labor and toil and some suffering. To fave 
the money he may bave sacrificed all the luxuries of life and 
many of the necessities. He is laying by something for his 
children and for his wife, perhaps, if he should be called away 
by death. He makes $10,000 in that way, and the he&vy hand 
of the Government reaches out and taxes him. I do not com­
plain. That is all right. It is the law, and ought to be the 
law. We must pay taxes. But at least we ought to remember 
that that man has earned every penny by his own efforts. 

Here is another man who is a vagabond, who never earned 
a penny in his life, who has never done anything in the world 
but to pull civilization ju t a little bit lower down, he spends 
the money given to him by lavish parents for luxuries, in high 
living, p~rhaps in debauchery; his life is doing no good; he is 
not helprng the country; he is not helping to advance civiliza­
tion, but in the same year that this other man is earning 
$10,000 this vagabond's parent dies and leavfs him $10,000. 
He gets every cent of it tax free under the law. Is that right? 
Has anybody in this debate yet defended that or shown a reason 
why it should be? All the sympathy which has been extended 
to the overtaxed rich man can not apply to an inheritance 
like this. The man who gets it gets it for nothing, and Sen­
ators who oppose this tax do not want him ttl pay anything 
for it. 

I said at the beginning, Mr. President, that if there were 
any disposition to think that I have not given a sufficient 
amount of exemption in my amendment I would be willing to 
raise it, and I am ~oing to do it now. I am going to modify 
my amendment so that it would give exemption from taxation 
in every case u ed as an iUustratlon by any oppouent of the 
amendment when it comes to the widow or the rhildren. I do 
not think the exemptions ought to be o great as I am going to 
make them, but I am going to meet the arguments of Senators 
who oppo e the amendment by liberalizing it aud entiJ.·ely elimi­
nating from taxation every case used as an illustration by 
any Senator in opposition to the amendment, so that what 
taxes will be left will come from those who are o wealthy that 
e,·en if they were levied and were to be taken from their prop­
erty they would not find it out unless they saw it done, and 
those who get the property would never feel the difference. 

Some Senators have even spoken in favor of an inheritance 
tax when we had the estate tax before us for con~ideration. 
I have been told that one of the members of the Finance Com­
mittee made a plea here for an inheritance tax as compared 
to an e tate tax. Now is the opportunity to get it; but will we 
get the votes of tho e Senators? 

The argument that has been made here, in the main, so far 
as it has been, in my judgment, a logical argument, is one 
that applies to every estate or inheritance tax, whether it be 
State or national. Do not forget, Senator , that this propa­
ganda that has originated in New York and pread over the 
country in favor of a repeal of the Federal e tate tax is a 
part of the propaganda to wipe every inheritance End estate 
tax from the statute books in every State in the Union. Do 
not worry about it; it will come. Eliminate the Federal e tate 
tax and put the States in competition with each other, and 
they will invite wenlthy men to come within their borders by 
freeing them from the paJment of inheritance and estate taxes. 
.AdYertisements are now being published in the newF:papers 
all over the country that Florida is a place where the rich 
man will escape taxation. Senators themselves may read tho, e 
advertisements. The State~ adjoining will have to give up 
their inheritance taxes. Those who are crying aloud now that 
they want to repeal the Federal estate tax because they want the 
States to use it may be in perfect earnestne s, may be per­
fectly determined perfectly honest in moti\e, for there are 
some people undoubtedly who believe that, but the great mo­
mentum behind this propaganda, and the great movement which 
bas originated in Wall Street to cause us to obey our master's 
voice at the other end of the A venue to repeal the inheritance 
tax is born of the desire to get rid of all inheritance taxes. 

I wish to say that ever.yone knows, if he will think about it, 
that it will be a,n impos ibility to get a uniform inheritance tax 
or an estate tax adopted by the States. Everybody know. it 
and nobody knows it better than do those who are behind this 
propa~anda. It can not be done and it will not be done. What 
we will be doing by the repeal of estate and inheritance ta:xes 
will be the establishment of refuges for millionaires in the dif­
ferent States of the Union. A State in its own defense will 
have to repeal its inheritance tax, or property will move out of 
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its borders to States In which taxation is less. The result will 
be that the inheritance taxes in a few years will be an unknown 
quantity. 

Now, l\Ir. Presidept, I modify my amendment by changing the 
exemption of $5,000 in the value of every gift bequest or devise 
to $25,000, and by changing the exemption ln the case of a 
widow or children from $50,000 to $200,000. 

Remember, this amendment is proposed to come in on page 
43, where the exemptions from gross income are itemized. 
Paragraph (3) provides for one of the exemptions. As the 
bill now reads, it provides : 

The value of property acquired by gift, bequest, devise, or in· 
heritance--

That means that is to be exempted and not accounted as 
a part of the gross income. 
(but the income from such property shall be included in gross income.) 

My amendment is added to that language. 
First, before I read the amendment as I propose to modify 

it, let me say that providing in the proposed law that be­
quests and inheritances coming to persons shall not be in­
cluded in making out their income-tax returns is based on 
theory that such inheritances and devises and estates have 
been otherwise taxed. Now, in this bill we have repealed 
the estate tax, so that there is no reason why these objects 
should be free, and they should accordingly be included in gross 
income. 

In addition to those exemptions which I have provided in 
the amendment, inheritances will be subject to all the other 
exemptions of the income-tax provisions, so that the amend­
ment does not embrace all of the exemptions. As proposed to 
be modified, my amendment reads as follows : 

The value of property acquired by gift, bequest, devise, or in­
heritance (but the income from such property shall be included in 
gross income) : Provjded, That the excess in value above $25,000 of any 
gift, bequest, devise, or inheritance shall be considered and accounted 
for as gross income: Provided. ftwtll er, That any gift, bequest, devise, 
or inheritance from a husband to his wife or from parent to son or 
daughter shall not be con idered as gross income, except as to the 
excess of such gift, bequest, devise, or inheritance above $200,000. 

If the amendment be adopted in that form, every illustration 
that has been given here will be tax free, so far as the amend­
ment is concerned. 

1\lr. KING. 'fhe Senator diminishes the first exemption from 
$50,000 to $25,000 and inc1·eases the last exemption from 
$50,000 to $200,000? 

~fr. NORRIS. I propose to increase the $5,000 exemption to 
$25,000, and the other from $50,000 to $200,000. If no other 
Senator now desires to speak, I ask for the yeas and nays on 
the amendment. 

Mr. SBHIONS. Mr. President--
The YICE PRESIDENT. The question is on the amendment 

proposed by the Senator from Nebraska [Mr. NoRRis]. 
Mr. COUZENS. I suggest the absence of a quorum. 
The VICE PRESIDENT. The Secretary will call the roll. 
Mr. Sll\DIONS. 1\lr. President, I was on my feet seeking 

recognition, and I hope the Senator from Nebraska w1ll permit 
me to proceed. I desire to detain the Senate merely for a 
minute or two. 

The VICE PRESIDENT. The Senator from North Carolina 
will proceed. 

Mr. SIMMONS. Mr. President, my connection with the tax 
measures of the Nation as a member of the Finance Com­
mittee began 15 years ago, and by reason of the fact that I 
have been long engaged in the frall).ing of such bills, and in an· 
earnest and honest effort to try to equalize taxation in the 
United States, I think that I am under a peculiar obligation, 
although I am not a member of· the majority party, to the 
Senate and to the country as well to scrutinize and try to 
understand the effect of the different provisions of the pending 
bill and of the various amendments which have been offered 
to it, and at least to give, for what they may be worth, the 
benefit of my judgment and my information. 

The Senator from Nebraska [Mr. NoRRrs] refused to give 
any consideration in his argument t<J the facts and figures 
which I furnished the Senate, showing the difference in the 
amount of tax that the dead man's estate would have to pay if 
the whole estate be treated as income and what the heirs 
would have to pay if it be treated as capital. The Senator is 
perfectly confident that whatever he proposes here is correct 
and sound and just, but I have not that confidence in his judg­
ment about these matters. I am sure that in presenting this 
amendment he has given the matter no adequate investigation 
and that he does not understand the effect of the taxes that 

will have to be paid under his amendment as C'Ompared to 
those which would be paid under the inheritance tax. 

The fundamental defect of his amendment is that he pro­
poses to impose the rates of the present income tax law upon 
the entire estate when it comes into the bands of the devisee or 
the heir of the dead man. I have shown by comparing the 
rates imposed in the estate-tax provisions of the House bill 
with the rates imposed on income in that bill that the tax 
under his amendment would amount to a tax, in some in­
stances, as high as from five to si:x times as much as would be 
paid under the estate-tax provisions of the House bill. and two 
or three times as much as would be paid under the estate tax 
provided for in the act of 1924, which prescribed a rate of 40 
per cent. 

The Senator from Nebraska has stated that his amendment 
is in the nature of a substitute for the estate tax. If it is to 
take the place of the estate tax, it is, therefore, legitimate that 
I should compare, as I have done, tlle tax that would be paid 
under the estate-tax provisions in the House bill and the tax 
that would be paid upon the same estate if it be treated as in­
come and transferred to the income column of the House bill. 

Without meeting the facts that I have given, without at­
tempting to analyze them with reference to the relative rates, 
without denying even the r.ates that I have read to the Senate, 
the Senator seeks to parry the effect of this statement of fact 
taken fl'om the record by saying that he proposes to substitute 
in part an inheritance tax for an estate tax; that under an 
estate tax the estate of the dead man worth a million dollars 
would be divided among his kinsfolk and would not have to 
pay, therefore, the high rates under the higher brackets. 

All of that I bad discounted in my figures. The estimate 
which I gave of $450,000,000 a year as the revenue that this 
country might expect to realize from the bill if the amendment 
of the Senator were adopted was based upon the amount of 
tangible property that would be transmitted. Everybody knows 
that the tangible property of the United States is not much 
more than one-half of the property of the United States. In­
tangible property was not included in . my figure of $9,000,-
000,000. Mortgages and notes, bonds and stocks, securitiE:>S of 
all kinds, were not included. They are not included, and they 
ought not to be included for the purpose of the argument that 
I made. But, Mr. Pres1dent1 the amount of bonds and stocks 
that were not included would more than compensate for this 
distribution of which the Senator speaks, would more than 
compensate for these reductions be claims. Even if the dis­
tributioll. should result in reducing the amount of property to 
be given in his income one-half-and it would not-then my 
fi gures would hold, because my figures apply only to about one­
half of the property of the United States ; and what I said­
and the Senator has not answered that-was this : 

Take this one-half of the property of the United States, rep­
resented by its tangible property. It is valued at $330,000,-
000,000. It is estimated-and the figures of the past experience 
of the department confirms the estimate--that about $9,000,-
000,000 of thiB tangible property passes every year by rea­
son of the death of its owner. Se\en or eight billions, prob­
ably, of intangible property passes during that time. l have 
not included the intangibles, because I supposed that if we 
went upon the · inheritance plan there would be a distribution 
instead of a flat levy, and I therefore left a margin of prob­
ably seven or eight or probably as much as nine billions of 
dollars to cover that loss by reason of subdividing and dis­
tributing these estates before applying the tax rate instead of 
taxing them in a lump. 

But, Mr. President, I went further than that. The figures 
of $450,000,000 which I gave were based upon the theory that 
these estates would not have to pay as income tax more than 
5 per cent, and I stated that 5 per cent would cover only the 
normal tax; but for the purpose of demonstrating the enor­
mous tax that it was proposed to have paid, for the purpose 
of showing the enormous revenue that the Governm~nt would 
obtain, instead of applying the average tax in the income 
schedules, which would probably be 10 or 12 per cent, I took 
only the normal rate of 5 per cent and applied it. Applying 
this low normal rate of 5 per cent to this nine billions of 
property representing probably only one-half of the eE-tates of 
men who die, we -get an income of $450,000,000 from tlJis tax, 
whereas under the present estate tax we get only about $105,-
000,000 or $110,000,000 a year. 

But, Mr. President, I think the Senator and all Senators 
see that my estimate was entirely too low. I stated then, 
and I say now, that the Actuary of the Treasury, looking at 
this with his great experience, having to make as he does the 
estimates upon which all of our tax levies are based, looking 
at all of those elements of this problem, advised me that be 
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thought that probably, instead of $450,000,000 being renlized by 
the Government from this source of taxation, it would be 
nearer $900,000,000 if this amendment should be agreed to. 
Of course, the Senator from Nebraska will reduce that a little 
by the reductions that he proposes to make, but I am confident 
that all the reduction. that he propo es in his modification, 
which he was driven to propose to the Senate because the 
outrageous character of his amendment had been exposed by 
myself who just preceded him, would not reduce below $600,-
000,000 the amount to be derived from these death taxes, 
taxes which he proposes shall be imposed by the Government 
upon the estates of dea,d men, men who died during the cur­
rent year: and that amount of $600,000,000 is more than we are 
now realizing from all the income taxes that we impose upon 
the incomes of living men. 

In other words. there are 13,000 dead men, we wm say, 
according to the figures I have given, whose estates must pay, 
by con\erting what is capital into income, 600,000,000 to the 
Government every year, while the 7,000,000 income-tax payers, 
including tpese hated millionaires, mention of whose name is 
like a red flag flaunted in the face of the Senator from Ne­
bra ka, would pay $150,000,000 a year less than that amount. 

But, Mr. President, the oppressiveness of this proposition is 
not fully stated by the figures I have given. It is worse even 
than that. 

Shortly after we imposed the moderate inheritance tax of 25 
per cent upon estate. representing one-fourth of a dead man's 
estate it was discovered by the Treasury Department that if 
all of that money had to be paid at once it would amount in 
many cases to absolute confiscation, making it necessary to 
throw the property of the estate upon the marl\:et and sell 1t at 
Racrifice prices. In many instances it would have amounted to 
co.nfiscation. Wben those facts were brought to the attention 
of the Finance Committee we at once proceeded to insert in the 
tax bill a provision, which was absolutely fah· and just, to the 
effect that on account of the enqrmous imposition growing out 
of a flat tax of 25 per cent upon all the accumulations of the 
lifetime of a dead man, his estate should be given several 
years in which to pay that tax. We first gave them two or 
three years, and the.n finally we were driven to the necessity of 
giving them six years in which to pay the tax ; and in connec­
tion with this very bill, Mr. President! the Actuary of the Treas­
ury has pre ented :figures showing that the inheritance taxes 
imposed under the act of 1924 for the last year, amounting to 
$415,000,000, will not be paid until the end of the year 1932. In 
other words, they have ix years in which to pay these taxes. 
The proposition of the Senator now is to take all of the prop­
erty of these 13,000 inheritance-tax payer and convert it into 
income, and require them to give in that income for the year 
1926, payable when? Every dollar of it payable during the 
year 1926. 

A man might without embarrassme.nt pay the taxes upon the 
income realized from a very large estate within one year, but 
when be is required to treat all of his estate as income in one 
year and pay the tax on it in that year, you can . ee what the 
difference is. 

You can see what a burden it is. Instead of paying the tax 
upon $60,000, probably a high estimate of the income in 1926, 
he would have to pay a tax upon an income of $1,000,000-
not the actual income, but the income tax upon $1,000,000 of 
net income. 

Mr. President, I wish we could discu. s these bills always 
from the standpoint of fairn~s and justice as between tax­
payers. From such a viewpoint, I think we would see that 
the proposition of the Senator from Nebraska in this case is 
one of the most oppressive, one of the most unjust, one of the 
most unreasonable propositions ever presented to the Ameri­
can Senate and the American Congress. Instead of that, bow­
ever, we are led off into all ort of tangents '\\hen we go to 
discuss it ; and we bad this morning an hour's speech from the 
Senator from Nebraska, not five minutes of which was devoted 
to an attempt to answer the figure that were presented, but 
the whole of which, ·with the exception of a few minutes, '\\US 
devoted to general discussion of the question of whether a 
rich man ought to be " oaked " more than a poor man, or 
whether a poor man ought to be left free of all taxation and 
all the burden of taxation placed upon the rich. 

The VICE PRESIDENT. The question is upon the amend-
ment proposed by the Senator from J.. Tebra. ka, as modified. 

Mr. NORRIS. I ask for the yeas and nays. 
The yeas and nnys were ordered. 
Mr. REED of Mis. ouri. Mr. President, let the amendment 

be stated. 
The VICE PRESIDENT. The Secretary will state the 

amendment. 

The CHIEF CLERK. On page 43, after line 13, it is proposed to 
insert the following : 

Provided, That the excess value above $25,000 of any gift, bequest; 
devise, or inheritance shall be considered and accounted for as gross 
income: Pt·oL•ided Jm·ther, That any gift, bequest, devise, or inherit­
ance from a husband to his wife or from parent to son or daughter, 
sllall not be considered as gross income except as to the excess of such 
gift, bequest, devise, or inheritance above $200,000. 

The VICE PRESIDENT. The roll will be called on agreeing 
to the amendment. 

The Chief Clerk proceeded to call the roll. 
Mr. FERNALD (when his name was called). I have a 

general pair with the senior Senator f1·om New Mexico [l\Ir. 
JoNES]. I transfer that pair to the senior Senator from Ver­
mont [Mr. GREEXE], and vote "nay." 

Mr. FLETCHER (when his name was called). I have a 
general pair with the junior Senator from Delaware [l\Ir. nu 
PoNT]. I understand that 1f pre ent he would vote as I would 
vote on thi que tion. I therefore vote "nay." 

Mr. HOWELL (when his name was called). I have a pair 
with the senior Senator from Kentucky [Mr. ER~ST]. In his 
ah ence I withhold my vote. If I were permitted to vote, I 
would vote "yea." 

Mr. KING (when his name was called). I have a pair witll 
the junior Senator from Minnesota [Mr. ScHALL]. In hi-:; 
absence I withhold my vote. 

M1·. :McLEAN (when his name was called). I have a pair 
with the junior Senator from Virginia [Mr. GLAss]. In bi3 
absence, I withhold my vote. If I were at liberty to vote, I 
would vote "nay." 

The roll call was concluded. 
:Mr. 1\IcNARY (after having voted in the affirmative). When 

my name was called, I responded and voted. I am reminded 
that I have a pair this day with the Senator from Maryland 
[Mr. BRucE]. In his absence, I withdraw my vote. 

Mr. NEELY. I have a general pair with the . enior Senator 
from New York [l\Ir. WADSWORTH], but I am informed that if 
he were pre ent he would vote as I intend to vote. I vore 
"nay." 

Mr. BLEASE. I have a pair with the junior Senator from 
hliLsouri [Mr. WILLIAMS], who is absent. If be were pre ent 
he would vote" nay," and I would vote" yea." 

l\lr. NORRIS. I desire to announce that the junior Senator 
from Iowa [1\Ir. BROOKHART] is unavoidably detained from the 
Senate. He is paired with the Senator from Arkansas [Mr. 
CARAWAY]. If the junior Senator from Iowa were pre~ent, 
he would vote " yea." 

I also announce that the senior Senator from Californi:t 
[Mr. JOHNSON], who is unavoidably absent from the Chamber 
is paired with the senior Senator from Arkan as [llr. RoBIN~ 
so~]. If the senior Senator from California were present, be 
would vote "yea." 

Mr. JONES of Washington. I desire to announce the fol­
lowing general pairs : 

The Senator from Colorado [Mr. MEANs] with the Senator 
from Texas [1\lr. :UAYFIELD]; 

The Senator from Connecticut [Mr. BINGHAM] with the 
Senator from Nevada [Mr. PITTMAN] ; and 

The Senator from illinois [Mr. McKINLEY] with the ·Senator 
from Virginia [Mr. SwA_-so~]. 

Mr. McLEAN. .My colleague [Mr. BINGHAM] is unavoid­
ably detained from the Chamber. 

Mr. SIJ.\11\IONS. The senior Senator from Arkansas [Mr. 
Rosr~soN] has not instructed me in regard to this vote, but 
from what I know of his general views of the matter, I am 
sure that if present he would vote "nay.'' 

Mr. REED of Pennsylvania. The senior Senator from New 
York [Mr. WADSWORTH] is unavoidably ab~ent. If pre ent, he 
would vote " nay.'' 

Mr. GLASS. I -rote "nay.'' 
The result was announced-yeas 13, nays 57-as follows: 

YEAS-13 
Borah rrazlcr Nouis Wheeler 
Couzens a Follette 4 'ye 
~ill McMaster Sbip.,tead 

errls Norbeck . Walsh 
NAY8--u7 • 

Ashurst Edge llarreld Oddle 
llayard Edwards II ani 0Yerman 
Bratton Fernald Harri.on Pe~prr 
Broussard Fess Heflin Pb pp 
Butler Fletcher Jones, Wash. Pine 
Cameron George KendL·ick Ran d('Jl 
Capper Gerry Keyes Rt:ed, Mo. 
Copeland Gillett McKellar RePd, Pa. 
Curtis Glass Metcalf Rouin .·on, Ind. 
Dale Golf ~fO!'fS R:1ckett 
Deneen Bale Neely ShE>f- pat'd 
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Shortridge 
.Simmons 
Smith 
Smoot 

Stanfield 
Stephens 
Trammell 
Tyson 

TindPrwood 
Warren 
Watson 
Weller 

NOT VOTING-26 
Bingham F.rnst Lenroot 
HlPase Gooding McKinley 
Brookhart Greene McLean · 
Bruce Howell McNary 
('araway Johnson l\Iayfield 
Cummins Jones, N. Mex. Means 
du l'ont King Pittman 

So :Mr. NoRRis's amendment was rejected. 

Willis 

Robinson, Ark. 
Schall 
Swanson 
Wadsworth 
Williams 

Mr. HEED of Pennsylvania. I send to the desk tlle follow­
ing amendment. 

The VICE PRESIDENT. The Clerk will state the amend­
ment. 

The CHIEF CLERK. On page 23, line 16, after the word 
"value," insert the words "or to paragraph (2) of subdivision 
(c) of section 204." 

Mr. REED of Pennsylvania. This is a mere clerical cor­
rection. 'Ye made the correction in the provision regarding 
net gains, but it has been omitted in the provision about net 
losses. I took the liberty of offering .the amendment. I did 
not see tlle Senator from Utah in the Chamber at .the moment. 
I know we have discussed it before. 

1\lr. KING. That meets the approval of the Treasury 
experts? 

Mr. REED of Pennsylvania. I think it meets everybody's 
approval. -

Mr. SDHIONS. I that one of the amendments submitted 
to the Senator from Penm;ylvania and the Senator from Utah 
to be adjusted? 

Mr. REED of Pennsylvania. It is one of the technical 
am£'ndments of the class submitted to us. 

The amendment was agreed to. 
l\Ir. REED of Pennsylvania. There is another correction I 

want to have made on page 299, in line 19. I ask to have 
the -vote by which the committee amendment was agreed to 
reconsidered, and then I shall move to insert after the word 
.. who" the words "knowingly and." This is suggested by the 
Senator from Virginia [l\Ir. SwANSON]. It seems to me that 
the word "wilfully" includes the idea of "knowingly," but in 
order tllat there may be no doubt about it, we have consented 
to make the correction. 

The VICE PRESIDENT. Without objection, the vote by 
which the committee amendment on page 299, beginnin::: with 
line 19, was agreed to, will be reconsidered, and the question 
is on agreeing to the amendment offered by the Senator from 
Pennsylmnia to the committee amendment. 

The amendment to the amendment was agreed to. 
The amendment as amended was -agreed to. 
Mr. MOSES. I send to the desk the following amendment. 
The YICE PRESIDENT. The clerk will read the amend-

ment. 
Tile CHIEF CLERK. On page 263, at the end of line 8, insert 

a new sentence, to read : 
Despite the foregoing provisions ot this subdivision, such credit or 

refund may be allowed or made in respect of any taxable year if a 
deficiency is asserted by the commissioner in respect of any ot the 
seven succeeding taxable years ; but no such credit or refund shall be 
allowed or made unless it appears that the taxpayer has overpaid the 
tax: for the taxable year to which the claim _for credit or _refund relates, 
even though the assessment of a deficiency tor such taxable year is 
barred by an applicable statute of limitations. 

Mr. MOSES. This is the amendment which I offered during 
the session last night and to which exception was taken by 
some of the experts advising the committee. I now find some 
literary vindication in the language of the amendment, the ex• 
perts having discovered that it is not a unilateral provision, 
but that it affects the Government as well as the taxpayer. 

I hope the committee may see fit to accept this amendment 
and permit the matter to ·go to conference, because it is a ques· 
tion which, in my opinion, affects a great numb€r of smaller 
taxpayers of -the country, who, havtllg made out their tax re­
turns in previous years, disco-ver now, when they are being 
checked up on later years by the authorities from the Internal 
Revenue Bureau, that they have overpaid in years past, and 
now a deficiency is claimed against them, but they can get no 
credit for the overpayments. 

As I said last night frankly, this is an amendment to extend 
the statute of limitations; but it seems t9 me that it is en­
tirely a justifiable extension, and particularly so because it 
applies to the Government as well as to the taxpayer. 

l\Ir. KING. l\1r. President, may I ask the Senator a ques­
tion? 

Mr. l\IOSES. Ce1:tai:fily~ 

Mr. KING. I have not seen t.he amendment until just now, 
but v.·ould it not permit a taxpayer to revive his accounts and,. 
if he discovered some additional depreciation or amortization 
for 1917 or 1918, to tender tllat as an offset against any valid 
claim which the Go-vernment had against him for falling to pay 
his entire tax? 

l\Ir. MOSES. That is not my opinion under the amendment 
as drawn. I will say to the Senator from Dtah that the amend­
ment was finally put into form in the legislative drafting . 
bureau and was for the purpose simply of permitting any excess 
of payment which was discovered in the original return within 
the seven years' limit to be permitted to be applied to the 
deficiency now claimed; that it was not a reopening of the re­
turn at all, but it was simply an application of the ;rules, whicll 
the auditor of the bureau employs in checking up the current 
accounts, to the entire series of returns made by the taxpayer. 
I have had a great many letters of complaint, particularly 
from the smaller business men in northern New England, who 
this winter have ·found themselves confronted with the situa­
tion, where the tra-veling auditor from the internal revenue 
office, checking up an account within the statute of limitations, 
discovers that while the series of returns has been made in 
exactly the same manner throughout the years by the taxpayer, 
nevertheless he had overpaid in years previous and had no 
redress, while a deficiency is now claimed against him. 

Mr. KING. But it would mean, as an illustration, if A 
overpaid $100 as the rules and regulations or as the law may 
now be interpreted, and the auditors in checking up his 
accounts find he is owing for 1923, $100, then he is permitted, 
notwithstandi_ng the running of the statute of limitations 
which would bar his recovery from the Government, to offset 
the $100 which he claims now to have overpaid in 1917. 

l\Ir. MOSES. Not which he claims to have overpaid, but 
which is shown to ha-ve been overpaid. 

1\Ir. KING. Under the new regulations~ or under the mod­
ern interpretations, he is permitted to revive the statute of 
limitations or, rather, to ·furegard it, and to offset against 
the $100 which he actually owes the $100 which has been 
barred by the statute of limitations . 

.Mr. MOSES. I think I must have been rather clumsy in my 
use of language if I did not make th.at clear in my original 
statement. That is exactly the purpose of the amendment. 

Ur. KING. It is to set aside the running of the statute of 
limitations. 

Mr. MOSES. To the extent of seven years, and I have no 
desire to make it appear anything else. 

Mr. KING. It seems to me that is a very dangerous amend­
ment. 

Mr. MOSES. It is a very just one, I will say to the Senator 
from Utah. 

Mr. KING. There may be differences of opinion, if my good 
friend will permit me to differ f-rom him. I feel sure it will 
open the way to permitting some of these claims for amortiza­
tion or depreciation, so many of which have not been based 
upon justice-indeed, some of them are frauaulent-to be re­
opened. The bar of the statute of limitations will be removed, 
and they can come back under modern rulings or modified rules 
and set up money which they claim to have overpaid under 
the more recent rulings against legitimate taxes which they are 
owing. I think the amendment is too dangerous to be adopted 
by the Senate, and I hope it will be voted down. 

Mr. MOSES. I still maintain that it is just. 
Mr. COUZENS. Mr. President, may I ask the Senator if he 

realizes that the opening of the statute of limitations permits 
the very thing that the solicitor told me happened the other 
day? They found a deficiency tax. They assessed the defi­
ciency tax, and the taxpayer discovered or thought he discov­
ered a way of increasing his depreciation or amortization, and 
to offset the deficiency tax he then magnified or increased his 
depreciation amount in his return of his amo1·tization allow· 
ance to offset the deficiency. 

Mr. MOSlllS. In a current return? 
Mr. COUZENS. No ; in an early return. If the account­

ants or the auditor of th'e bureau should audit the accounts 
of the Senator from New Hampshire, for instance, for any 
particular year and find a deficiency tax, and the so-called 
A-2 letter were substituted, it would open up the statute of 
limitations, and he could increase his request for an additional 
allowance for amortization, depreciation, or something else. 
That opens up the wl:tole field for offsetting- every deficiency 
tax that is presented by the bureau after the audit. 

Mr. MOSES. Within the period named? 
Mr. COUZENS. Yes; but the Senator is proposing to in­

crease the period. 
Mr. MOSES. I am lengthening the period within which the 

st'!tute 1;uns. ~ ~till ~aintain that the instances of injustice 
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to the taxpayer are so numerous and so onerous 1n many cases 
as to warrant the adoption of the amendment. Not even the 
efficient logic of the Senator from Michigan or the "\"olubility 
of the distinguished junior Senator from Utah can convince 
me to the contrary. 

Mr. COUZENS. The Senator might just as well ask in a 
year or some other time to extend it to nine years. If we are 
going to extend the statute of limitations, these matters, to my 
mind, will never be settled by the bureau. 

Mr. MOSES. That is quite true. The Senator might just as 
well do it, but be bas no intention of doing it. The Senator 
means some other Senator might try it? 

Mr. COUZENS. Anybody might try . to open it up on the 
complaint of some taxpayer, and so keep the statute of limita­
tioiLS perpetually opened. 

Mr. 1\IOSES. Oh, there is always a possibility of it, but 
that does not prevent me from undertaking to remedy what I 
believe to be a grave injustice to many small taxpayers. 

Mr. COUZENS. I am not finding fault with the Senator 
for trying it. 

Mr. SMOOT. I said last night what I wanted to say with 
reference to this matter. I think it is a very dangerous and 
unwise amendment, but if the Senator wants a record vote I 
am perfectly willing he should have it. 

Mr. 1\IOSES. We spent four hours or more on a single 
amendment. I understand the pres ure under which the Sena­
tor from Utah is laboring with reference to the measure. I 
have not any intention of endeavoring to take the time of the 
Senate with a record vote. I am entirely willing to settle the 
matter by a viva Toce vote. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from New Hampshire. 

The amendment was rejected. 
Mr. KIKG. The Senator sees there is some volubility on the 

other side of the question now. 
Mr. 1\lOSES. Or volume. 
Mr. GLASS. Mr. President, in behalf of the junior Senator 

from Arkansas [Mr. CARAWAY], and at his request, I send to 
the desk a proposed amendment to the bill. 

The VICE PRESIDEKT. The amendment will be stated. 
The CHIEF CLERK. On page 334, following the amendments 

heretofore agreed to, insert a new section, as follows : 
SEc. -. If any information, relating to the liability of any tax­

payer for any internal-revenue tax, is obtained or received from any 
person other than the taxpayer and is considered by any officer, em­
ployee, or agent of the Treasury Department, or of any bureau or 
division thereof, in determining such liability, then the taxpayer shall, 
after due notice giving the nature of the Information and the name 
and address of the person from whom such information was obtained 
or received, be afl'orded a reasonable opportunity to be heard in respect 
tht>reof. 

l\Ir. Sl\IOOT. l\Ir. President, I hope the amendment will be 
agreed to. 

l\lr. GLASS. In a word, the practice has heretofore ob­
tained at the bureau of making charges of constructive fraud 
against individuals and concerns without any specification 
whatsoever. This is merely to correct that situation and re­
quire the bureau to give such notice. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment submitted on behalf of the Senator from 
Arkansas. 

The amendment was agreed to. 
Mr. WALSH. l\Ir. Pre ident, I send to the desk an amend­

ment which I offer. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 83, line 4, after the word " asso­

ciations" insert the words "and mutual dairy loan associa­
tions," so as to read: 

(4) Domestic building and loan associations and mutual dairy loan 
as ociatlons substantially all the business of which is confined to mak­
ing loans to members; and cooperative banl<s without capital stock 
organized and operated for mutual purposes and without profit. 

Mr. Sl\IOOT. I have no objection to the amendment. 
Mr. WALSH. I desire to say just a word for the RECORD. 

These mutual dairy loan associations al'e organized on exactly 
the same principle as building and loan associations, but the 
department does not recognize them as falling within the 
designation of a building and loan association. This amend­
ment will correct that situation. 

Mr. S:tlOOT. The same restrictions apply to the mutual 
dairy loan associations as to the building associations? 

Mr. W .ALSH. Yes. 
The YICE PRESIDENT. Without objection the amend­

ment is agreed to. 

Mr. ~MITH. l\fr. President, on yesterday I had an amend­
ment printed and asked that it lie on the table. I now offer it. 

The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 134, after line 23, insert the 

following new paragraph : 
(1) The amount of income taxes imposed by this act shall be 

assessed within two years after the return was filed, and no proceed~ 
ing in cou1·t without assessment for the collection of such taxes shall 
be begun aftH the expiration of such period. 

On page 135, line 3, strike out the words " and by this act." 

Mr. Sl\IITH. l\Ir. President, the amendment, which I have 
had worked out by the draftsmen of the legislative bureau, 
is simply to limit the time of reassessment to two years on the 
taxes imposed by the pending bill. It is not retroactive. It is 
to take effect when the incomes under this bill shall be 
asses ed and the tax paid, and does not affect the four-year 
limitation that applies under the 1924-25 act. It is sufficient 
for me just to call the attention of Senators to the fact that 
we have had so much trouble and confusion by reason of the 
long period we ha"'e given within which refund and reasse ·s­
ments may be made that I think in justice to the taxpayer 
we should limit the time to two years. 

l\1r. ASHURST. l\fr. President, I have consumed no time on 
the tax bill, and I shall take but a moment now. Some reme­
dial legislation of thi sort is required to givt- repose to our 
citizens and such relief is almost as essentia1 as is the bill 
itself. We are committed to a national policy with reference 
to the income tax. It will go forward as a part of our national 
policy. To make an income tax popular it must be just. It is 
a foul injustice to the citizens of the country to require them to 
pay their taxes and then for years thereafter require them to 
be uncertain as to whether they reached a .finality with their 
Government. The citizens of the country when they pay are 
entitled to a statute of repose beyond which even the govern­
mental hand can not reach to disturb them. 

I conclude with the same sentence with which I began, that a 
statute that will give repose to our citizens after they have 
paid their taxes is as essential as is the bill itself. I hope the 
amendment will be adopted. 

Mr. McKELLAR. Mr. President, I bad offered a similar 
amendment. I very sincerely hope the amendment of the 
Senator from South Carolina will be adopted. Two years is 
certainly long enough with the system that is now in good 
working order. There are no complications about the war. 
The provision applies only to the future. It does seem to me 
two years afford sufficient time. I hope the Senator from Utah 
will accept the amendment and let it apply to the future, as it 
should, in my judgment. 

Mr. SMOOT. l\1r. Presid~nt, I wish the Senate to know that 
if this amendment shall be adopted such a short time will be 
allowed that it will be an absolute impossibility to examine 
all of the cases. Mind you, Senators, over 90 per cent of a:H 
the requests during the four-year period are from the taxpayers 
themselves, and not from the Government. So if this proposi­
tion be agreed to we are going to reduce the period so far as 
the taxpayers are concerned from four years tu two years, and 
it is the taxpayers who are going to suffer. 

l\fr. GLASS. Mr. President, as will readily be· recalled, I 
opposed the proposition which the Senator from South Caro­
lina [Mr. SMITH] presented here last evening, becau. e it was 
my conviction that it could not be administered; in my view, 
it was totally impracticable ; but I haTe stood on this :floor 
now for several years and protested that unless some such 
limitation as that now proposed by the Senator from South 
Carolina were embodied in the statute the bitterness of the 
American taxpayer against the Internal Revenue Bureau 
would be greatly intensified. 

As I understand the proposed amendment, it does not relate 
to taxes which have heretofore been levied and returns which 
have heretofore been made, but to future returns. 

l\lr. ASHURST. The amendment of the Seuator from South 
Carolina is purely prospective and not retroactive. 

Mr. GLASS. I recall very distinctly that two years ago 
when the Secretary of the Treasury and the Commissioner of 
Internal Revenue appeared before the AppropriatioiLS Com­
mittee of the Senate, both of them expressed the cpnfide'nt 
hope and expectation that the tax-return cases would be cur­
rent before the end of that tax year. I have no doubt both 
of those gentlemen felt justified in the confidence they ex­
pressed, and because they did express the belief that that 
would be the situation at the termination of the current tax 
year, I refrained fi·om offering any amendment or suggestion 
with respect to this problem. 

I realize, just as the Senator from Penm::ylvania [Mr. llF..ED] 
so clearly pointed out the other day, that in the meanwhile 
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many thousands of claims were presented to the Internal 
Revenue Bureau, and, notwithstanding increased appropria­
tions and increased force, it was physically impossible to 
clear the decks and to get current; but it seems to me that 
1t is practicable and it is right that the limitation should be 
changed; and it seems to me further that two years will 
afford ample time for the bureau to determine these matters. 
Therefore I .hope that the amendment of the Senator from 
South Carolina will be adopted. 

Mr. FESS. Mr. President, will the Senator from Virginia 
yield to me? 

Mr. GLASS. I yield to the Senator. 
Mr. FESS. Does the amendment contemplate · a complete 

auditing of the tax returns within two years? 
Mr. GLASS. Where there is a contest in the tax return, of 

course, it involves a complete auditing. 
Mr. FESS. Is not that a physical impossibility? 
Mr. SMOOT. Let me suggest to the Senator from South 

Carolina that he make it three years instead of two years. 
Mr. SMITH. The amendment does not propose to change 

the language of the bill except to make the period two years. 
Mr. SMOOT. I suggest to the Senator from South Carolina 

that he make it three years instead of two years, although I 
have no objection at all to making it two years if it can be 
carried out. 

Mr. SMITH. It has been stated here on the floor of the 
Senate that we have eliminated more than 2,000,000 taxpayers 
from the payment of taxes ; that we have also simplified and 
restricted the law in other respects; and as we now have a 
four-year period, it seems to me that the department ought to 
collaborate in making the returns current and not having 
them drag along for four or five or six years. 

Mr. SMOOT. If the Senator from South Carolina thinks 
this work can be done in two years, so far as I am concerned, I 
am perfectly willing to accept the amendment and let it go to 
conference. 

SEVERAL SENATORS. Vote! 
The VICE PRESIDENT. The question is on agreeing to the 

amendment proposed by the Senator from South Carolina [Mr. 
SMITH]. 

The amendment was agreed to. . 
l\Ir. REED of Missouri. Mr. President, since the amend­

ment of the Senator from South Carolina has been adopted 
it forces a change in section 278. 

l\Ir. S:~HTH. I have an amendment which covers that, as 
I think the Senator will agree . if he will examine it. It has 
reference to refunds and makes the language correspond. 

Mr. REED of Missouri. I have not time to examine that 
1n a moment, but I think the suggestion which I have to make 
will be acceptable. 

Mr. SMITH. Very well. 
Mr. R.ElED of l\Iissouri. The amendment just adopted in­

serts a new clause which reads: 
(1) The amount of income taxes imposed by this act shall be 

asse sed within two years after the return was filed, and no proceed­
ing in court without assessment for the collection of such taxes shall 
be begun -after the expiration of such period. 

I think from a very hasty examination that that is defec­
tive, although we have just accepted it, because it relates 
alone to proceedings in court. I think the Senator from South 
Carolina meant to give an absolute statute of repose. While 
this stops proceedings in court, it does not stop distraint; I am 
afraid he does not, but I do not want to say that absolutely. 

Mr. S:MITH. l\Iy attention was called by the tax experts to 
the language of the .amendment : 

The amount or income taxes imposed by this act shall be assessed 
within two years after the return was filed, and no proceeding in 
court without assessment-

If there is an assessment, of course, there may be a pro­
ceeding, and there may be none without; but I do not know as 
to distraint. 

1\Ir. REED of Missouri. That is the trouble. The bill pro­
vides for distraint without any proceeding in court, and pro­
vides an entire system of procedure by which taxes. may be 
assessed and distraint ordered without a proceeding in court. 

Mr. REED of Pennsylvania. Of course; but there can 
not be a distraint without there first having been an assess­
ment, and where there is a limitation on the assessment that 
necessarily is a limitation on the distraint . 

.Mr. Sl\II1.'H. That is right. 
Mr. REED of Missouri. Probably that is correct; ·· I am not 

certain of that; but I call attention to section 278 (a) which 
provides: 

SEc. 278. (a) In the case of a false or fraudulent return with 
tntent to evade tax or of a failure to file a return the tax may be 
assessed, or a J.}roceedlng in court for the collection of such tax may 
be begun without assessment, at any time. 

That is all right, but it is apparently in conflict with the 
clause just adopted. It is a part of the old law being re­
enacted, and I suggest, in order to make it clear, the insertion 
of the words "notwithstanding any other provisions of this 
act," so that it will read : 

Notwithstanding any other provisions or this act In the case of a 
false or fraudulent return-

And so forth. 
:Mr. REED of Pennsylvania. I do not see any objection to 

that. 
Mr. REED of Missouri. That will make it clear. I move 

that amendment, Mr. President. 
The VICE PRESIDENT. If the Senator from Missouri will 

suspend for a moment, the Chair will state in connection with 
the amendment of the Senator from South Carolina that addi­
tional action should be taken in order to complete it. 

Mr. SMITH. I suggest that the necessary amendment be 
made to conform the text to the amendment adopted. 

The VICE PRESIDENT. The question is on the ame-ndment 
of the Senator from South Carolina, on page 135, line 3, to 
strike out, after the numerals "1924," the words "and by this 
act." Without objection, the amendment is agreed to. 

Mr. REED of Missouri. Mr. President, I move to amend 
section 278, on page 137 of the printed text, by inserting in 
paragraph (a) after the letter "(a)" the following words: 

Notwithstanding any other provisions of this act­

So that it will read: 
Notwithstanding any other provisions of tWs act in the case of a 

false or fraudulent return-

And so forth. 
The amendment simply .makes the language plainer. 
The v'1CE PRESIDENT. Is there objection? Without ob-

jection, the amendment is agreed to. 
Mr. McLEAN. Mr. President, I desire to offer an amendment. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 67, line 22, after the word 

"bonus" and the comma, it is proposed to insert the word 
"pension," so as to read; 

(f) A trust created by an employer as a part of a stock bonus, pen­
sion, or profit-sharing plan-

And so forth. 
Mr. McLEAN. Mr. President, it has been called to my atten­

tion that the funds which are created for the purpose of pro­
viding pensions for employees are precisely on the same basis 
as those which provide stock bonuses or profit-sharing plans. 
That is all there is to the amendment. 

The VICE PRESIDENT. The question is on agreeing to the 
amendmf'nt proposed by the Senator from Connecticut. 

The amendment was agreed to. 
Mr. COPELAND. Mr. President, I ask the attention of the 

Senator from Massachusetts [Mr. BuTLER] and the Senator 
from Minnesota [Mr. SHIPSTEAD] to a question I am about 
to ask the Senator in charge of the bill. Last night, as the 
Senate will remf'mber, we had a discussion about the taxation 
of municipal employees. The Senator from Utah called our 
attention to a decision of the Supreme Court rendered on the 
11th of January, 1926. I wish to call the attention of the 
Senator to that decision. 

It relates to a claim made by two engineers. These engi­
neers, l\Ietcnlf an.d Eddy, somewhere in Massachusetts, en­
gaged in the business of giving advice to municipalities and 
other clients about installing water plants. They contended 
that the pay they received from various municipalities should 
be exempt on the ground that they were municipal employees. 

The case went to the Supreme Court, where it was brought 
out that all of the payments involved were received by these 
taxpayers as compensation for their services as consulting 
engineer. . They were not employees of the various cities; 
they were under contract with· the State and municipalities, 
and in each case the service was rendered in · connection with 
a particular project-a part-time project, perhaps, so far as 
their employment wn concerned. In no sense were they em­
ployees of the ~unicipality. The court said : 

We think it clear that neither of the plaintitl's in error occupied 
any official position in any of the undertakings to which tht>ir writ 
of errot· in No. 183 relates. Tiley took no oath of office ; they were 
free to accept any other concurrent employment; none of their en-

- ,· 
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gagements was for work of a permanent or continuous character; 
some were of brief duration and some from year to year; others for 
the duration of the particular work undertaken. Their duties were 
prescribed by their contracts and it does not appear to what extent, 
if at all, they were defined or prescribed by statute. We therefore 
conclude that plaintil'fs in error have failed to sustain the burd~n 
cast upon them of establishing that they were officers of a State or 
a subdivision of a State within the exception of section 201 (a). 

I point out to the Senators in charge of the bill that this 
decision does not relate to employees of cities who have charge 
of water plants or electric-light plants that are municipally 
owned--employees who do take an oath of office, who are em­
ployed at full time, who are paid exactly as other employees 
of municipalities are paid, who are upon the pension list, and 
who are in every ense municipal employees. It is very clear, 
indeed, lli. President, that this decision does not give a de­
fense to the exclusion of municipal employees of public utilities 
regularly employed, and who are in every sense municipal em­
ployees within the meaning of the law, as it has been applied 
heretofore. 

I think, with this explanation, that the amendment which 
was presented last night by the Senator from Minnesota [Mr. 
SHIPSTEAD] i one which the Senate should adopt. It is not 
right that the:;:e employees who are on exactly the same plane 
as municipal employees generally, should be excepted from the 
beneficent operations of the law. I ask that the Senator from 
Minnesota [Mr. SHIPSTE.AD] present his amendment, in order 
that we may have it before us definitely for consideration and 
action. 

Mr. SHIPSTEAD. l\.Ir. President, I am glad the Senator 
from New York brought up this question. I think that if the 
anwndment I send to the desk is not adopted we will be estab­
lishing a precedent which will permit the Federal Government 
to go into a State and tax a subdivision of a State govern­
ment, and I think it is a step that we should not take at all; 
but, if we do take it, I do not think we should take it on the 
ground that was advanced by the Senator from Utah last 
evening when he quoted a Supreme Court decision, claiming 
that the Supreme Court decision held that the employees in­
volved were not in fact city employee . 

I have here the Supreme Court decision, and I want to read 
a paragraph that I believe the Senator from New York did 
not read, so that we may know just what the Supreme Court 
said. I am quoting from the decision : 

An office is a public station conferred by the appointment of govern­
ment. The term embraces the idea of tenure, duration, emolument, 
and duties fixed by law. Where an office is created the law usually 
fixes its incidents, including its term, its uuties, anu its compensation. 
• • • .But there was no office of sewage or water-supply expert or 
sanitary engineer to which either of the plaintiffs was appointed. The 
contracts with them, although entered into by authority of law and 
prescril>ing their duties, could not operate to create an office or give to 
plaintiffs the status of officers. * * • 

Nor do the facts stated in the bill of exceptions establish that the 
plaintiffs were "employees" within the meaning of the statute. So far 
as appears they were in the position of independent contractors. The 
record does not reveal to what extent, if at all, their services were sub­
ject to the direction or control of the public boards or officers engaging 
them. • • • 

It is on this principle that, as we have seen, any -taxation by one 
government of the salary of an officer of the other, or the public securi­
ties of the other, or an agency created and controlled by the other, 
exclusively to enable it to perform a governmental function • • • 
is prohibited. But here the tax is imposed on the income of one who 
is -neither an officer nor an employee of government, and whose only 
relation to it is that of contract, under which there is an obligation to 
furnish service, for practical purposes not unlike a contract to sell and 
deliver a commodity. • • • 

But we do decide that one who is not an officer or employee of a 
State does not establish exemption. from Federal income tax merely by 
showing that his income was received as compensation for service 
rendered under a contract with the State. 

That is the decision of the court: 
I send to the desk the amendment which was presented last 

night. 
'rhe VICE PRESIDENT. The amendment will be stated. 
Mr. SHIPSTEAD. I ask unanimous consent, in view of the 

information we now have, that it be accepted and read and 
acted upon at the present time. 

Mr. SHIPSTEAD's amendment was, on page 47, line 21, to 
strike out the period and insert a semicolon, and, afta· line 21, 
to insert a new paragraph to read as follows : 

(14) Any taxes imposed by the revenue act of 1924 or prior revenue 
nets upon any individual in respect of amounts received by biro as 
compensation for personal services as an officer or employee of any 

State or political subdivision thereof (except to tbe extent that such 
compensation is paid by the United States Government directly or 
indirectly) shall, subject to the -statutory period of limitations properly 
applicable thereto, be abated, credited, or refunded. 

Mr. SMOOT. Mr. President, the statement I made last night 
was made upon information that I received from one of the 
department experts. I have before me now the decision of the 
Supreme Court. I think perhaps we had better adopt the 
amendment which was offered. I know that a similar amend­
ment was offered by the Senator from MaRsacbusetts [Mr. 
BuTLER], and I think this is on all fours ~itb that amendment. 

Do I understand that the Senator from .1\Iinnesota offers the 
amendment now? 

Mr. SHIPSTEAD. Yes. 
Mr. Sl\IOOT. That is the one the Senator offered last night? 

I think the Senate had better adopt the amendment. I really 
do not know what amount it involves, but it may not be very 
much. Let it go in and we will examine it in conference. 

Mr. COPELAND. Mr. President, will the Senator yield for 
a moment? 

Mr. SMOOT. Yes. 
Mr. COPEJLA....~. I am not sure, but I think we ought to 

bear the amendment offered by the Senator from Massa<:hu­
setts. 

Mr. SMOOT. I have just asked the question as to whether 
the amendment was offered by him or by the Senator from 
Minnesota. 

Mr. BUTLER. 1\fr. President, I have prepared an amend· 
ment covering this subject which perhaps is a little more com­
prehensive than the amendment which has been sent to the 
desk by the Senator from Minnesota. This amendment is in 
two paragraphs. The fir~t paragraph applies to taxes imposed 
upon amounts heretofore received by such officers, to take care 
of that phase of the subject. The second paragraph providea 
for refunds of taxes already paid by such officers. I think in 
that form the amendment takes care of all the questions com­
pletely, so as to absolve officers who have already paid their 
taxes under the regulations of the Internal Revenue Bureau, 
and also relieves those who have not paid their taxes from 
hereafter paying taxes on amounts heretofore received. 

Mr. REED of Pennsylvania. For bow many years does the 
Senator's refund amendment go back? 

1\fr. BUTLER. It goes back, I pr~sume, to 1917 and HH8. 
l\Ir. REED of Pennsylvania. It would go back to 1913, would 

it not? 
Mr: BUTLER. Probably-back to the beginning of our in· 

come-tax system. 
Mr. REED of Pennsylvania. Does not the Senator think it 

would be fair to subject the amendment to the ordinary statute 
of limitations? 

Mr. BUTLER. I want to call attention to another phase of 
this matter which perhaps bas not been brought out clearly 
and which is embraced in a suggestion which I have receh-ed 
from an association which is devoted to the intPrests f em­
ployees of waterworks, and I think it is a· very fair statement. 
The first item is: 

State and municipal employees assigned to waterworks and other 
alleged nongovernmental activities have almol'lt universally not filed 
Federal income--tax returns from 1918 to date, not clue to neglect, but 
because they were informed by the collectors of the Internal Revenue 
Bureau and by the Federal income-t:u blanks that their salaries were 
exempt. The wording of the_ yearly income-tax blanks under " General 
instructions " is-

This is the important item in the whole matt~r, and it seems 
to me a consideration which indicates to us the ju tlce of an 
amendment of this character. This blank reads as follows: 

Items exempt from tax : The following items are exempt from Feol­
eral income tax and should not be reported : 

• • (b) Compensation paid by a State or pclitical subdivision 
thereof to its officers or employees. 

Under that declaration. these employees, employed by cities 
and towns and States, have not filed income-tax returns and 
have not paid taxes in a great many instances; and where they 
have been demanded they have paid them, I think, unjustly. 

I offer the amendment at this time, and I hope it -vv-m prevail. 
Mr. REED of Pennsylvania. Mr. President, upon examining 

the Senator's amendment I think it does provide that it is sub­
ject to the statutory period of limitations. 

Mr. SMOOT. And it also applies to all employees. 
The VlCE PRESIDENT. Does the Senator from Minne· 

sota insist upon his amendment being submitted to a vote? 
Mr. SHIPSTEAD. I will accept the amendment of the Sen­

ator from Massachusetts as a substitute. 
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, The VICE PRESIDENT. The Senator from Minnesota with­

draws his amendment. The question is on the amendment 
offered by the Senator froni Massachusetts, which will be 
stated. 

The CHIEF CLERK. The Senator from Massachusetts [Mr. 
BUTLER] offers the following amendment: On page 48 it is 
proposed to insert in the proper place the following: 

(15) No tax shall be imposed upon amounts heretofore received by 
officers or employees of any State or political subdivision thereof as 
compensation for pNsonal services in such office or employment, except 
to the extent that such compensation is paid by the United States 
Government directly or indirectly. 

Any taxes imposed by the revenue act of 1924 or prior revenue acts 
upon any individual in respect of amounts received by him as com­
pensation for personal services as an officer or employee of any State 
or political subdivision thereof (except to the extent that such com­
pensation is paid by the United States Govermpent directly or indi­
rectly) shall, subject to the statutory period of limitations properly 
applicable thereto, be abated, credited, or refunded. 

Mr. HOWELL. 1\Ir. President, in speaking to the amend­
ment I am at a disadvantage, as I have been an employee of a 
political subdivision of the State of Nebraska operating public 
utilities. I know of my own knowledge that no attempt was 
made nor was there any suggestion made, that employees of 
muni~ipally owned public utilities should be treated otherwise 
than as employees of the city who were conducting other 
activities of the municipality. As a consequence I myself never 
made a return was not asked to make a return, and on three 
occasions my a~counts have been gone over by Treasury officials, 
checked up, and finally closed. 

In the cases of a nun1ber of other employees who were my 
subordinates they made no returns, were called upon to make 
no returns, ~nd always believed and understood they were in 
the same class with other municipal employees. As a conse­
quence they made nor have since made no provision for income 
taxes. Their salaries were not large, the expense of living 
high. They, of course, were employed by the public, and we 
all know that the public pays relatively s1p.all salaries. 

It was not until after I had left the employ of the lJ,tiJ.ities 
district of which I was general manager that I learned that 
there was anything of this nature in th~ minds of officials of 
the Treasury Department; but I have heard on several occa­
sions since, and my attention has been otherwise called to the 
fact, that some court had handed down a decision suggesting 
that the salaries of such employees were taxable. No attempt, 
however, has been made in my district to collect these taxes, 
and, as I understand, no attempt has been made to do so 
generally throughout the United States. 

It would be a tremendous hardship upon a great many of 
these employees to pay back taxes accrued, and therefore it 
seems to me that as their real status differs in no wise from 
such employments as school-teacher, policeman, or that of the 
operator of the boilers provided for heating in a cit~ hall, no 
distinction should be made. Certainly, so far as this amend· 
ment is concerned, it should be adopted. 

However, because of my personal interest I can not vote 
therefor and shall not. But these are the facts, and naturally 
old empioyees have appealed to me. Knowing their situation, I 
realize that if the Government should go back and collect these 
taxes it would mean a tremendous hardship. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment offered by the Senator from Massachusetts [Mr. 
BUTLER]. 

The amendment was agreed to. 
1\Ir. SMOOT. In order that this matter mar be settled 

:finally, I ask that we return to page 44, after line 24, where 
the amendment to the committee amendment offered by the 
Senator from New York [Mr. CoPELAND] was inserted. That 
only relieved these employees of the penalties. I ask that the 
action by which that amendment was agreed to be recon­
sidered. 

The VICE PRESIDENT. Without objection, the vote by 
which the amendment offered by the Senator from New York 
to the committee amendment was agreed to is reconsidered. 

Mr. COPELA!\TD. Mr. President, is the Senator from Utah 
quite certain that this action and what we have already done 
with reference to the other amendments will release these em­
ployees from the penalties? 

Mr. SMOOT. There is no doubt of it. The amendment 
offered by the Senator from .Massachusetts <and agreed to 
covered all the Senator's amendment covered and even .went 
fm."ther. 

Mr. COPELAND. I assumed that that would be the case, 
but I am very glad to be reassured by the Senator from Utah. · 

Mr. SMOOT. I assure the Se!!ator that tb~t is the fact. 

~ The VICE PRESIDENT. The question is on agre-eing to the 
amendment offered by the Senator from New York to the com­
mittee amendment. 
. The amendment to the amendment was rejected. 

The amendment was agreed to. 
Mr. REED of Missouri. In line with the amendment offered 

by the Senator from South Carolina [Mr. SJ.HTH] designed to 
stop the reopening of tax cases after two years, which was 
agreed to, I desire to offer an amendment to section 1105, on 
page 289. That sectioJ?, as it now reads, is as follows: . 

No taxpayer shall be subjected to unnecessary examinations or inves· 
tigations, and only one inspection of a taxpayer's books of account 
shall be made for each taxable year. 

Notice this : 
Unless the taxpayer r equests otherwise or unless the commissioner 

after investigation, notifies the ta:x:payer in writing that additional 
inspection is necessary. 

So we start out by providing that the taxpayer shall not be 
subjected to unnecessary examinations and that there shall be 
only one in each year. We provide that the taxpayer can 
have more, and then we provide that the commissioner can 
have more. In other words, we wind up by having done noth­
ing except require the commissioner to give a notice in writing. 

As the statute has been construed. the commissioner sends 
his men around to make an examination, the books and papers 
and documents are disclosed, and the examiner goes away. 
Then, a little while afterwards, somebody else comes around 
and does the same thing again, and it sometimes happens a 
half a dozen times. We are trying to get thro.ugh legislation 
relieving the taxpayers of these onerous burdens. I offer this 
amendment. 

Mr. SMOOT. Mr. President, I may have misunderstood the 
Senator ; but as I construe the last part of the provision with 
reference to the commissio.ner, it provides that be must notify 
the taxpayer in writing if an additional inspection is ncces· 
sary. That ought to be in the law, I think, because of the 
fact that some years ago the department would send a man 
to the Senator's office, we will say, who would say to the 
Senator, "I want an investigation of this matter now." No 
notice would be given, and the Senator would not have time 
to prepare for the examination. This provision has been in· 
serted so as to give the taxpayer notice before anyone comes 
to make an investigation. It is ever so much better than the 
law has been, and does not the Senator think that would be 
sufficient? 

.1\fr. REED of Missouri. . No; because it operates in this way: 
The examiner sends a man around to the taxpayer's office, and 
he makes an examination. Any time he wants to make an­
other examination be simply writes a letter and says the ex­
aminer deems it necessary to make another examination, and 
he makes it; he writes another letter, and the process is re­
peated. We are trying to get a condition of repose. We have 
adopted the provision that there shall be no reopening of these 
cases after two years. 

Mr. McLEAN. The Senator is familiar with the next sec­
tion, which provides that the taxpayer may request a discharge 
from the Secretary of the Treasury after an inspection had 
been accorded, and that is final. 

Mr. REED of Missouri. I do not catch the Senator's point. 
Mr. McLEAN. The next section, section 1106, provides 

that-
If after a determination and as~ssment in any case the taxpayer 

has paid in whole any tax or penalty, or accepted any abatement, 
credit, or refund based on such determination and assessment, and an 
agreement is made in writing between the taxpayer and the commis­
sioner, with the approval of the Secretary, that snch determination 
and assessment sbaU be final. 

1\Ir. REED of Missouri. Yes; it an agreement is made in 
writing. 

1\lr. McLEAN. That is all that has to be done. Any tax­
payer who wishes a final adjustment of his taxes may request 
an audit, or if an audit is made by the auditor without any 
request on the part of the taxpayer, if the taxpayer says he 
wants a discharge, he can get it by applying to the Secretary 
of the Treasury. 

Mr. REED of Missouri. It may be, if they agree on some~ 
thing, he could get his discharge ; but nobody can compel an 
agreement. 

1\lr. 1\IcLEA.N. Of course-, if they do not agree, there is no· 
settlement of the case. 

Mr. REED of 1\!issourl. There should not be a settlet;nent 
of the case. We are not talking .about -a .settlement of the 
ca'se. We are 'talking of the right .. tG .come -in and examine f\ 
man's books five or six times. 
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Mr. SMOOT. La. t evening we adopted an amendment­

subdivision (a) of section 1106, follOVIing section 1105-to 
which the Senator is now referring. It reads as follows: 

The bar of the st~tute of limitations against the United States and 
. against the taxpayer in respect ot any internal-revenue tax wlll not 

only operate to bar the remedy but shall extinguish the liability. 

That is a provision which has never been in any other act, 
and this runs for four years. Under the amendment proposed 
by the Senator from South Carolina there can be only two 
:tears possibly. · 

1\Ir. REED of Missouri. That is· true. 
Mr. SMOOT. So I think it is pretty well taken care of by 

this amendment. 
l\1r. REED of Missouri. I still think that if the proposition 

whicl1 I have tried to state, and which I have not been able 
to state yet, is accepted, it will reach the condition that has not 
been referred to by the Senator from Connecticut or by the 
Senator from Utah. 

The amendment offered by the Senator from South Carolina, 
which was agreed to, provides, in substance, that no action can 
be brought on taxes that were not assessed within two years. 
So far, so good. The amendment just read by the Senator from 
Utah, which is not part of the text of the bill, except by amend­
ment, reaches the question of the extinguishment of the indebt­
edness after a fixed period. Both of those propositions relate 
to the tax after it is paid. The Senator from Connecticut also 
calls att'ention to section 1106, which provides that-

If after a determination and assessment in any case the taxpa'Yer 
has paid in whole any tax or penalty, or accepted any abatement, 
credit, or refund based on such determination and assessment, and an 
agreement is made in writing between the taxpayer and the commis· 
sionet·, with the approval of the Secretary, that such determination 
and assessment shall be final. 

That reaches the case only where the taxes have been paid in 
whole or in part, plus an agreement between the Treasury Dew 
partment and the taxpayer, and, of course, it could be defeated 
easily enough by the Government simply refusing to agree. 

I am not seeking to deal with either of those propositions. I 
am seeking to direct attention to the hardship of a taxpayer 
being required repeatedly to submit to examinations. Of course, 
after the two-year statute bas run, be might refuse an examina· 
tion, unless the Government claims fraud, in which case there 
is no statute of limitations whateve1·. By merely claiming 
fraud the Government at any time can make examination after 
examination, subject only to one Umi.tation, that it must give 
notice that it is going to make the examination. That, in ordi­
nary course, is done by the mere writing of a letter. 

So, as it stands, an agent of the Government may come into 
my office, examine my books and papers, have everything sub· 
mitted to him, and go away. The next week he may write me 
a letter that another examination is regarded as necessary, 
and he may come back and go through my books and papers 
again, and that process may be repeated indefinitely. There is 
no limitation whatever. I think one examination is all the 
Government ought to ask. 

We have been speaking here about the feeling that is aroused 
by unnece. sary burdens and hardships and harassments being 
put upon the taxpayer. 

It creates a great deal of feeling. I have ·beard more 
complaint by business men about their books being hauled 
down and pawed over :five or six times as I think I have 
beard about the amount of tax they have bad to pay. I would 
like to get this provision out of tlte bill if possible. I think the 
amendment which I suggest will accomplish it; that section 
1105 be stricken out and a new section be insert-2d in lieu 
thereof to read as follows, and this is tile shortest way I can 
state it: 

No taxpayer shall be subjected to more than one inspection of his 
books of account each taxable. year unless the taxpayer requests an 
additional examination, 

That stops the matter with one examination. If we do not 
adopt such an amendment, then we are leaving it open for any 
number of. examinations, which would be a hardship. 

l\lr. REED of PennsylYania. May I make a suggestion to 
the Senator? I was thinking of it while the Senator from 
South Carolina was urging his amendment. I think we are 
doing great things for the taxpayer when we shorten up the 
period of limitation, but when we do as the Senator is now 
suggesting and reduce the number of examinations, it is a 
poor service we are doing them, because the bureau will play 
safe. They are apt to make a lot of unjust assessments in 
their anxiety to protect the Government on accounts which 
they bf!ve not been !lble to audit. If we Umit the time within 

which they can audit or limit the number of times tbey· can 
look at the books, they are going to give the Government the 
benefit of every doubt, and we will have more appeals that 
the taxpayer will have to take. I think it is worth while 
considering whether all that we are doing is so much in the 
interest of the taxpayer after all. 

Mr. REED of Missouri. I will modify my proposed amend­
ment by making it read "more than two inspections.' ' 

Mr. REED of Pennsylvania. That is only half as bad as 
it was before. 

Mr. REED of :Missouri. No ; two inspections ought to satisfy 
anybody. That makes allowance for the greenhorn who is 
sent out by the bureau and for the man who is sent out ·to · 
check him up. There ought to be an end to it. 

The Senator generally argue questions very fairly, and I 
will not say he has not argl}ed this one fairly, but I do say 
it is a very poor argument to say that we shoulJ impose 
burdens and hardships upon taxpayers because the officers of 
the Government may act unjustly unless we allow them to go 
over their work four or five times. I am afraid we have 
such employees in the Government, but we ought not to have 
them. I submit the amendment as it is now modified, so there 
can be two examinations, and that shall end it. 

Mr. REED of Pennsylvania. What the Senator said is eml· 
nently just when we think of the individual taxpayer who bas 
a comparatively simple set of books. I dare say the books of 
any one of us in this Chamber could be audited easily on one 
visit or one inspection. Certainly none of them would re­
quire more than two audits. But when we say "taxpayer" 
in this section we mean such concerns as the United States 
Steel Corporation as well as the private individual. The bu­
reau is still auditing that corporation's returns for 1918. If 
we had not had the power to reaudit them again and again, the 
Government would lose the $27,000,000 of amortization to which 
the Senator from Michigan bas called attention. This thing 
cuts both ways. 

Mr. COUZENS. Mr. President--
The PRESIDING OFFICER (Mr. FEss in the chair). Does 

the Senator from Missouri yield to the Senator from Michigan? 
l\1r. REED of Missouri. I yield. 
Mr. COUZENS. It s·eems to me that the amendment pro· 

posed by the Senator from Missouri would put the bureau on 
notice. I suggested to the Senator that one examination was 
not enough. The bureau might send a new employee or an 
incompetent employee who would not get sufficient informa· 
tion, but when he makes his report back to his chief to see 
whether he has the prop'er information and has made the 
proper audit, the chief ought to be able to determine what 
next be needs and get it at least the second time. That would 
not, of course, interfere with the continuous audits. 

Mr. REED of Pennsylvania. Take the case of the Electric 
Bond & Share Co. and all of the involved consolidated returns 
that have been nece sary for that company to file. Does not 
the Senator think that the Government ought to have the right 
to go back to them half a dozen times, if necessary? 

Mr. COUZENS. I think the amendment puts the bureau on 
notice to get what they want, and they -ought to know what 
they want in two investigations. 

Mr. SMOOT. Another thought occurs to me in connection 
with the amendment. If a man wants to evade paying his 
taxes, it is an invitation to him not to report all of his prop­
erty on the theory that, perhaps, the auditors will not get it 
in one examination or two examinations. He might be 
tempted to take a chance on it. 

l\lr. COUZENS. As long as the bureau is on notice by the 
amendment, it seems to me it ought to use diligence in prose­
cuting its investigations thoroughly in the first and second 
im;tances. 

Mr. S~IOOT. As to the great bulk of taxpayers one exami­
nation would be all that is necessary. There are a smaller 
number where two examinations would be sufficient. Perhaps 
99 or even 99.90 per cent of the caseR would be covered by two 
examinations. But the man who is taking a chance, making 
insufficient rehuns, and not reporting all of his income, will 
take the chance of not being caught when be knows the Gov­
ernment is limited in the number of investigations or examina­
tions it can make. 

Mr. COUZE~S. No one is more anxious to protect the Gov­
ernment's interests than I am, but there is no restriction now 
as to the length of time any investigation may take. A con­
tinuous investigation may Jast over a very great length of time. 

1\Ir. SMOOT. But the amendment of the Senator from South 
Carolina restt·icts it to two years. 

1\fr. COUZENS. I am talking about the amendment of the 
Senator from Missouri which limits the number, but the bureau 
could make it a continuous investigation. 
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· :M:r. SMOOT. But there woul<! have to be two examinations 

within two years, then. 
1\lr. COUZEKS. This is where I think the amendment of 

the Senator from South Carolina is not so good. When the two 
years are about to expire, if the bureau is not through with 
its examination, they can make a jeopardy assessment and 
get either a waiver or stand for the jeopardy assessment. 

Mr. REED of Pennsylvania. They can send out a 60-day 
letter and that would hold the statute. 

The PRESIDING OFFICER. The clerk will report the 
amendment offered by the Senator from Missouri as modified. 

The CHIEF CLERK. The senior Senator from Missouri pro­
poses to strike out on page 289, after the numerals "1105," 
all of the paragraph down to and including line 17, and to 
insert: 

No taxpayer shall be subjected to more than two inspections of hls 
·books of account each taxable year unless the taxpayer requests an 
additional examination. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment offered by the Senator from Missouri. 

Tlie amendment was agreed to. 
Mr. REED of 1\tissouri. Mr. President, I suggest the absence 

of a quorum. 
The PRESIDING OFFICER. The clerk will call the roll. 
The Chief Clerk called the roll, and the following Senators 

answered to their names : 
Bayard Frazier McLean 
Blease George McMaster 
Borah Gerry McNary 
Brons ard Gillett Metcalf 
Butler Glass Moses 
Cameron Gotf Neely 
Capper Hale Norbeck 
Copeland Harreld Norris 
Couzens Harris Nye 
Cummins II a rrison Oddie 
Curtis Heflin ' Overman 
Dale Howell Pepper 
Deneen Jones, Wash. Phipps 
Dill Kendrick Pine 
Edg~ Keyes · Ransdell 
Edwards Kin~ Reed, Mo. 
Ferris La .1! ollette Reed, l'a. 
Fess Lenroot Robinson, Ind. 
Fletcher McKellar Sackett 

Sheppard 
Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Swanson 
Trammell 
Tyson 
Walsh 
WarrE>n 
Watson 
Weller 
Wheeler 
Willis 

The PRESIDING OF.li'ICER. Seventy-three Senators hav­
ing answered to their names~ a quorum is present. 

1\Ir. REED of Missouri. On page 33, line 12, in the provision 
applying to earned income I move to strike out the figures 
" $20,000 " and to insert in lieu thereof- " $50,000." I want to 
appeal to the sense of fairness of the Senate on the amend­
ment and to call attention to the situation. This applies 
strictly to incomes that are earned for personal services and 
does not exempt them, but allows them a diminution of 25 
per cent of the tax assessed. 

It is proposed to place it at $20,000, and I ask to have that 
raised to $50,000. I want to present the question to the Senate 
a a matter of fairness and equity. '\'re allow the man who 
has his money invested in business a 6 per cent return upon 
his capital before we begin to tax him. We ulloTV the man "ho 
has inyested in an oil well 30 per cent on account' of the deple­
tion or exhaustion of his well. I think I am correct in that 
statement. 

1\lr. REED of Pennsylvania. The Senator is mistaken about 
allowing the man 6 per cent on his capital invested in busi­
ness. We tax all of the 6 per cent. 

l\1r. REED of Missouri. We tax on the net? 
M.r. REED of Pennsylvania. Yes; we tax him on his net 

income, just as we tax every other taxpayer. 
1\lr. REED of Missom·i. \Vho is it gets the 6 per cent exemp­

tion ; the corporation? 
Mr. REED of Pennsylvania. That was under the old excess­

profits tax, which has been repealed. 
Mr. REED of MissoUl'i. Then, the law has been changed and 

I will amend my remarks accordingly. We do allow the oil­
well owner and the mine owner a rebate on accctmt of the de­
preciation or the exhaustion of his capital. Wo do allow every 
institution, first or last, an exemption on account of th~ depre­
ciation or diminution of its capital. It is taken out in the way 
of losses in business. The professional man is exhausting his 
capital every year that he lives, and generally the larger re­
turns upon the efforts that a man makes come in the late years 
of his life when his capital is pretty well emausted. So much 
for that phase of it, and I only want to state it. 

There is another phase of it. A lawyer or other professional 
man may work upon a case for four or fixe years, receiving 
practically no compensation, and then get his fee in a lump 
sum. Then he must pay· the entfre tax within that year. It 
is a tax upon brain and upon production ; it is not a tax that 

is levied upon invested capital ; it is a tax that is levied directly 
upon the energies of the individual; and, for the reasons I have 
called attention to, seems to me to be a most unjust and bur­
densome tax. I know of cases where professional men--engi­
neers and others who are engaged in carrying on enterprise 
and who largely get their fees when the work is completed­
receive a large fee in one year and work other years for very 
sman compensation. When, however, the fee comes in one 
year,. then it meets with these heavy sm·taxes. That is particu­
larly true of lawyers. It is also true of professional men ; and 
by "professional men" I include engineers and all men of that 
class. 

I understand that exceptions are made in nearly every coun­
try in the world of that class of earnings which comes directly 
from the efforts of the individual. I do not mean such earnings 
are entirely exempt, but such men have particular advantages 
over the taxpayer who makes his money out of some inV'est­
ment where he is not working and exerting himself; but where 
his money is working for him. I think there ought to be a 
distinction, and I think, put at $50,000, it is a moderate 
distinction. 

Mr. BORAH.. 1\lr. President, how does the Senator from 
Missouri designate the particular income which he proposes 
to exempt to the amount of $50,000? 

Mr. REED of Missouri. If the Senator please, it comes under 
the heading of " Earned income." 

Mr. REED of Pennsyl\ania. It is defined on page 32 of the 
bill. 

Mr. BORAH. I know; but what is "earned income" ? 
Mr. SMOOT. Up to a certain amount the bill considers in­

come as earned. The bill provides that-
in no case shall the earned net income be considered to be more than 
$20,000. 

But above that the bill provides ; 
The term " earned net income " means the excess of the amount of 

the earned income over the sum of the earned-income deductions. 

Mr. REED of Pennsylvania. The sum of $5,000 is presumed 
to be earned; whether the additional $15,000 shall be consid­
ered a-& earned depends upon the facts ; and tile bill proV'idcs 
a definition which includes wages, salaries, and professional 
fees. The language of the bill follows almost exactly t11e 
British definition. They have never had any tr.Juble with it, 
and we have not had any trouble with it for the last couple 
of years. 

M.r. REED of Missouri. Under the subtitle "Earned in­
come," on page 32, section 209, the bill reads: 

SEc. 209. (a) For the purpose of this section-
(1) The term "earned Income" means wages, salaries, professlonul 

fees, and other amounts received as compensation for personal serv­
ices actually rendered, but does not include that part of the compen­
sation derived by the taxpayer for personal services rendered by him 
to a corporation which represents a distribution of earnings or profits 
rather than a reasonable allowance as compensation for the personal 
services actually rendered. 

Then, there are some more qualifications which I think are 
not material. Coming to paragraph ( 3), on page 83, is this 
language: 

(3) The term •• earned net income" means the excess of the amount 
of the earned income over the sum of the earned income deductions. 
If the taxpayer's net income is not more than $5,000, his entire 
net income shall be considered to be earned net income, and if his 
net income is more than $5,000, hls earned net income shall not be 
considered to be less than $5,000. 

Then follows this language : 
In no case shall the earned net income be considered to be more 

than $20,000. 

I propose to change those figures from $20,000 to $50,000 so 
that it will read: 

In no case shall the earned net income be considered to be. more 
than $50,000. 

In other words, before the taxpayer can be credited with 
this earned income he must show that it is actually earned 
income for personal service, and, no matter how much the 
income may be, the credit never can exceed $50,000. I submit 
that is a fair proposition. 

Mr. SMOOT. Mr. President, I think the Senate ought to 
know what this amendment means in dollars and cents. If 
the amendment shall be adopted it will cost the Government 
in revenue $28,000,000. I asked Mr. McCoy to give me an esti­
mate on the amendment; and on the normal tax the loss will 
be from $7,000,000 to $9,000,000, and on account of the surtax 
it will be $17,000,000 to $19,000,000, so that the loss, if the 
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amendment shall be agreed to, will be $28,000,000. That is Mr. REED of Pennsylvania. Why, yes, Mr. President. Let 
readily understandable when we consider that the credit will me tell you how that works out. 
apply clear through all the brackets of the bill. I have no The architect of what to my mind is the most beautiful 
doubt that the estimate ts low enough, as the amendment structure in the Western Bemisphere, the Woolworth Build­
would affect nearly every income. ing, got his whole fee in one lump. He had rendered a serv-

I have had no letters or requests from a single individual ice to his country by building a thing of great beauty. He 
asking that the allowance for earned income shall be increased worked for years on it. It took years to build the building· 
beyond the $20,000 provided by the bill. That is an increase but his whole fee came in in one lump, and the United StateJ 
of 100 per cent over the existing law. I think it would be of America showed its appreciation of his talent and of his 
very unwise for the Senate to adopt the amendment. years of work by taxing him up to 73 per cent of what he 

The Senator from Missouri refers to oil-well depletion. Of worked for, and at the same time let the capitalist, the man 
course, Mr. President, a man does not wear out entirely in who was living on other men's labor, put his money into tax-
three years. free bonds, divide his property with ·his wife, and beat the 

Mr. REED of Missouri. Neither does an oil well. surtaxes in that way. 
:Mr. SUOOT. The owner of the oil well can not get any- As I said this morning-! think the Senator was not here 

thing on the average after three and a third years on account then-the biggest evasion there is in all the income-tax ~ys­
of depletion allowance. tern is this business of allowing a man and his wife to divi<le 

~lr. COUZENS. He can get it for the life of the well. If their income so that they both escape the higher surtaxes; 
the well should last 80 years, he can get it for 30 years. and yet what chance would an amendment have here that 

Mr. SMOOT. But three years and a third is the average life required them to file a consolidated return? But a man who 
of a well. Of course we know that they are very short lived. works for his living, as does the Senator who last spoke,. can 
I thought that a 25 per cent allowance for depletion was sufli- not divide with his wife the professional fees that he earns. 
cient-- H b .Mr. REED of Missouri. The wells are short lived? e can not escape Y working in any way that is free of tax. 

There is not any tax-free way of practicing law or working 
Mr. SMOOT. Yes. with a hammer and a saw; but there are a thousand and one 
.Mr. REED of Mis ouri. They are pumping oil in Pennsyl- ways of escaping income tax if you have money to invest. 

vania out of wells which have been pumped for 30 years. That is another reason why the amendment of the Senator 
.Mr. REED of Pennsylvania. We have wells up there that from Missouri appeals to me, because these people whom he 

are still yielding which were drilled 60 years ago. would protect have no escape. The law gets them every time, 
.Mr. COUZENS. And every year they will get 30 per cent but the man who gets an equal income from investments has 

of their gross income for 60 years. 1 
Mr. REED of Missouri. It just depends on whether we a dozen oopholes through which he can get away from the 

think a man who is exhausting his energy ought to be treated taxes. But I come back to my original proposition, Mr. Presi-
with as much consideration as an oil well. dent. We have made it impossible to be just because we have 

Mr. SlfOOT. No; I do not think so. been generous. 
Mr. President, as I have said, the amendment would involve Mr. SMOOT. Mr. President, at -this point I wish to say 

a further loss of revenue of $28,000,000, and the Treasury can that this afternoon our actuary handed me a statement of the 
not stand it. estimated re\enue for the calendar year 1926. That statement 

Mr. REED of Pennsylvania_ Mr. President, two years ago, shows that up to this moment the amount of the reductions 
when the 1924 tax bill was under consideration, I think I made provided for in the bill is $456,261,000. This is $28,000,000 
a nuisance of myself by urging that a distinction should be more. 
made between earned income of any amount s,nd income that Mr. BORAH. Mr. President, there seems to be a conce sion 
came from im·estment, and I tried to point out that there was upon the part of all that the amendment which the Senator 
a depletion of capital going on in the case of the professional from Missouri has offered is an amendment which in the inter-
man or the busine s man who rendered personal service. est of fairness and justice ought to be adopted. The only ar-

Mr. HARRIS. l\lr. Preside,nt-- gument against it, as I understand, is that it takes out 
The PRESIDING OFFICER. Does the Senator from Penn- $28,000,000, and that we can not afford to take out $28,000,000 

sylvania yield to the Senator from Georgia? in view of the fact that we have cut out a number of other 
l\fr. REED of Penn ylvania. 1 yield. taxes which should have remained in the bill. 
Mr. HARRIS. I wish to remind the Senator that in 1921 I We have an opportunity to rectify those mistakes, if they 

offered an amendment, which every Senator on the other side have been mistakes, and I think they have. I voted against 
except the Senator from Idaho (Mr. BoRAH] voted against and cutting out those taxes; that is, the admissions taxes. I was 
every Se.nator on this side voted for, providing for an earned not present when the others were voted on. We can adopt 
income exemption. the amendment of the Senator from Missouri and vote upon 

Mr. REED of Pennsylvania. I am interested to know that, all these matters in the Senate, and perhaps we can correct 
and yet I am willing to say, without hazard of contradiction, whatever mistakes were made. We ought to make an effort to 
that I am sure the Senator did not talk as much as I did two do what is conceded to be.a fair thing. · 
years ago or make as much of a nuisance of him elf as I did, Mr. SMOOT. The amendment can be offered in the Senate. 
because I feel very incerely that the income tnx law is a cruel Mr. BORAH. But if we adopt it now, it will be a tronger 
discrimination against the workers of the Nation; and particu- argument to correct the two propositions again t which the 
larly where it is coupled with a graded surtax that penalizes a Senator from Pennsylvania inveighs, and I think properly. 
man for wurking long hours, not only by letting his tax go up It seems to me that if we put them all in the Senate, we may 
\\rith his increase in income, but by actually raising the I'ate. on be able to rectify what seems to be very generally conce<le<l to 
bim because be works ov-ertime. It is utterly indefensible; but, be u mistake. 
l\fr. Pre.-.ident, the Senate has in the last 48 hours made this Mr. WALSH. Mr. President, I am not particularly con­
proposed change impossible. We have taken off the tax on cerned about the pending amendment so far as it aiTccts 
prize fights; we have taken off the tax on tickets to the Zieg- lawyers. They frequently have opportunities to accumulate 
feld Follies, if you please; we have taken the tax off of motor quite a substantial competence, particularly in the e days an<l 
cars which are bought as luxuries and nothing else; we have in the metropolitan centers. I was, however, very deeply im­
taken off the tax on the great h·ucks that ruin our roads in pressed by what was said to me by an eminent physician of 
carrying the products of oil companies and coal companies this city only a few months ago. 
around the cou.utry. We have taken off the tax on this and He said that a physician ordinarily doe not commence the 
that and the next thing, until, as the bill now stands, it indi- practice of his profession, after going through with his train­
cates a deficit of 125,000,000. ing, until he reaches the age of about 27 year . It take him 

l\Ir. BORAH. Mr. Pre ident, we can yote on those matters at least 15 years thereafter to attain anything like a reputa-
again in the Senate; can we not? tion that enables him to begin to accumulate anything over 

Mr. REED of Pennsylvania. I hope we will vote on them and abov-e what is absolutely necessary for the support of his 
again in the Senate. Because, however, we nave been so gen- family. He is then approaching 42 or 45 years of age, and 
erous to the prize fights and to. ~Ir. Zicgfeld and to the auto- be bas about 15 years of experience before him during which 
mobile owners and to the truck owners and to the people who he may be expected to accumulate a little more than enough to 
belong to a lot of clubs and have taken the tax off all of support his family. 
them-becau. e we have been so generous, we can not now The ordinary physician-and that is the phy ician who 
afford to be just to the man who works for his living. practices in a city like thi ,-{}oes not have the opportunities 

Mr. WALSH. Mr. PreHident, the Senator has omitted from that come to lawyers or to engineers or to other profe sional 
his category thol';e people who have incomes of more than I men. I feel that we ought to make some concession to the e 
$100,000. men who fill professional positions. 
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Take the teachers in universities, who get possibly $10,000. 

Take those who reach a little higher than that and get $2~,000 
or $30,000. They are protected, of course, up to $20,000 ; that 
is to say, they get a concession to the extent of 25 per cent 
of their taxes. But there is a large class of professional men 
who earn below $50,000, who, as it seems to me, are as much 
entitled to this concession as those whose salaries run from 
$5,000 to $20,000; and I hope in their interest, at least, that 
this amendment will be adopted. 

Mr. GEORGE. Mr. President, if .this amendment is adopted 
it will be found that a great number of the people who have 
earned incomes are the people who are officers of corporations, 
and who absorb the incomes of the corporations in salaries and 
professional service. 

.Mr. WALSH. Mr. President, let me remind the Senator that 
that is taken care of very carefully in the bill, because it is 
expressly provided that the earned income shall not include 
salaries from corporations over and above fair returns for 
the services rendered. 

Mr. GEORGE. I know, Mr. President; but who is going to 
determine the fair return for the services rendered? So far as 
taking care of earned income-that is, earned as the result of 
the activity of the man, the professional man, the artist, 
the man or woman of any class-no one can think of the 
amendment offered by the Senator from Missouri without sym­
pathy. But the provision of this bill is to allow the 25 per 
cent reduction upon the earned incomes up to $20,000. That 
is to say, any man who has a net income which is earned not 
in excess of $20,000 is entitled to the 25 per cent reduction. 
Til at is to say, from his earnings he can take all of the deduc­
tions allowed by this law, he can take all of his exemptions, 
and if his net earnings do not exceed $20,000 he may have the 
25 per cent reduction on his net income allowed by this law. 

If you write tl1is amendment into the law, you will allow 
corporations to absorb all of their incomes in salaries paid to 
stockholders in those corporations, and you will allow the 
rich man in every one of your advanced or higher brackets to 
present to the Treasury Department a showing of an earned 
income of $50,000, though he fills the important position of 
director, and perhaps has not inspected the physical properties 
of the concern which he himself owns, or largely owns. If 
-vou can confine it and if the Senator from Missouri will con­
fine it to an income earned by men who really labor with 
hands or head, men who really labor and from their labor 
earn. an income of $50,000 over and nbove all deductions and 
exemptions, then tile amendment may be just. 

Mr. BORAH. Mr. President--
Mr. GEORGE. I yield to the Senator. 
Mr. BORAH. If there is nothing that prevents doing justice 

m ·this matter except a correct employment of language, it does 
seem to me that we ought to be able to do that. I think there 
is a great deal in what the Senator is saying; but can it not be 
properly protected or guarded . by efficient and sufficient lan-
guage? ~ . 

l\Ir. WALSH. Mr. President, let me read the language of the 
bill: 

The term " earned income " means wages, salaries, professional fees, 
and other amounts received as compensation for personal services 
actually rendered, but does not include that part of the compensation 
derived by the taxpayer for personal services rendered by him to a C()r~ 

poration which represents a distribution of earnings or profits rather 
than a reasonable allowance as compensation for the personal services 
actually rendered. 

How could language more explicit be adopted? 
1\Ir. GEORGE. Mr. President, it may be as explicit as lan­

guage can be; but I called on one of the employees of the 
Treasury Deparbnent, and he said that the rich man always 
has the maximum earned-income credit, and 1t always will be; 
and Senators may make language as explicit as they wish, the 
effect of the amendment is to exempt those very rich men who 
can absorb the incomes from their properties and corporate 
businesses by virtue of salaries paid to themselves. 

Mr. BORAH. They would have to be crooks 'in order to 
do it. 

Mr. GEORGE. I do not know whether they would have to 
be crooks in order to 'do it or not. 

1\Ir. BORAH. Why, certainly they would be. There would 
have to be deception, and there would have to be connivance in 
the deception upon the part of the department. 

1\Ir. REED of Missouri. There would have to be a false 
affidavit. The man would have to commit perjury. 

1\Ir. GIDORGE. Who is to determine the worth of the man to 
his own corporation? Who is to determine the worth of the 
man who directs the great enterprise, and how are you to 
determine it-according to petty technical 1·ules? How can it 

be done with legal nicety?. How can it be said that a man who 
is a director in a great corporation, with several millions of 
dollars invested, may not be worth $50,000 to that corpora­
tion? The larger the investment, the more likely it is that he 
will be worth the salary that is paid him. But the point I 
am making is that, as high as the earned-incmoe provision is 
made in this act, that high, at least, will go the salaries of men 
who are furnishing the capital to operate those enterprises; 
and we might as well write off, so far as the large taxpayers 
are concerned, ~ per cent on all incomes of $50,000 or less, 
because that will be the. effect; and, candidly, I think the 
slightest inquiry at the Treasury Department will convince any­
one that that will be the effect of this provision in the law. 

Mr. TRAl\f.MELL. Mr. President--
The VICE PRESIDENT. Does the Senator yield to the 

Senator from Florida? 
Mr. GEORGE~ r yield. 
Mr. TRAMMELL. The Senator will recall that we bad be­

fore us the question of the profits being made by oil companies 
last year. A record was presented to the Senate showing the 
salaries paid to the directors of the different units of tht~ 
Standard Oil Co., and it was shown that those directors drew 
from $40,000 to $125,000 per annum. Millions of dollars aro 
expended in that way by the Standard Oil Co. 

The language of the section of the bill to which the Senator. 
from Montana called attention I do not think removes tha 
objection raised by the Senator from Georgia. It provides that 
dish·ibution shall not be included, but merely reasonable com­
pensation for the services being rendered by the director or 
the officer of the company. As the Senator has said, that would 
still leave it an open question as to what reasonable compensa­
tion was for the services. 

Mr. GEORGE. Mr. President, 1 have no doubt that the 
figm·es cited by the Senator from Florida showing the aruountR 
paid to the directors of the Standard Oil Co. are correct, and 
I am not concerned about how the language of this act is 
framed. I recognize that many men may be worth much· more 
than $50,000 to their business and to their corporations. I do 
not say that they are crooks, but I do say that if the amend~ 
ment is written into the law as now suggested the incomes of 
corporations owned by men of large wealth will be absorbed, 
because it will be manifestly impossible by mere language to 
prevent it, and not only impossible, but it will probably be 
actually unjust, to say that a man who is a director in, who is 
responsible for the management of, and who shares the respon­
sibility of the management of, a large business enterprise may 
not actually earn and may not actually earn in the open market 
an income of $50,000, or even an income greatly in excess of 
that amount. 

It undoubtedly must be true that the average net income of 
the professional man or woman in America, less all deduc­
tions allowable, does not exceed $20,000; indeed, the avera~e 
income of the professional man does not approximate the 
$20,000 mark. 

Mr. KING. Mr. President, will the Senator yield? 
Mr. GEORGE. I yield the floor. 
Mr. KING. Mr. President, if the Senator will permit, under 

the bill, with the deductions to which the Senator has alluded, 
the man with an income of $20,000 would pay a tax of only 
$118.75. The man ...with an income of $24.,000--and he neeu 
have no children-would pay a tax of $1,038 per annum ; that 
is, counting the normal and surtaxes. The man with an 
income of $30,000 would pay a tax of only $1,700. The man 
with an income of $38,000 would pay an income tax of 
$2,898. The man with an income of $50,000 would pay a tax 
of $4,858. It does seem to me that we are manifesting too 
much solicitude for the persons to whom the Senator from 
Missouri has 1·eferred. 

Mr. REED of Missouri. Mr. President, just a word. I 
do not think this question ought to be settled on the basis of 
an appeal against corporations or corporation directors. The 
number of persons receiving incomes between $30,000 and 
$50,000 derived from corporations for personal services can 
not be very large. The prejudice against corporations ought to 
have nothing to do with the equities and justice of this case. 
This applies to all individuals of the United States. It has a 
special application to professional men and other classes of 
men who earn their money by their brains, who generally 
never earn these sums of money until they are well advanced 
in years, and who frequently in one year get money which they 
have been earning for five or six years, and then have to pay 
heavy taxes. 

I need not go over the arguments which have been made, but 
it is conceded that this is a just measure. There l:rave been 
just two arguments made against it, both of tllem conceding 
its justice. One is that certain employees of great corpora~ 

-: 
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tions, or directors of great corporations, will withdraw part 
of the profits of the corporations in the shape of salaries. 
That is met by the language of the bill itself, and if the lan· 
guage is not sufficiently specific, then let the Senator from 
Georgia or some other Senator make the language strong 
enough to suit him. The bill provides: 

The term " earned income " means wages, salaries, professional 
fees, and other amounts received as compensation for personal services 
actually rendered, but does not include that part of the compensation 
derived by the taxpayer for personal services rendered by him to a 
corporation which represents a distribution of earnings or profits 
rather than a reasonable allowance as compensation for the persona] 
services actually rendered. 

It is said there would be difficulty in enforcing that pro· 
vision. There is difficulty in enforcing every provision of a 
tax law, but I undertake to say that a director of a corpora· 
tion who simply occasionally attends a directors' meeting, and 
who draws $50,000 a year for that, could be readily handled 
by the tax department. . 

It is a.lso admitted that the exemption should go to $20,000. 
When it is said it should go to $20,000, there is admitted in a 
lesser degree, but there ·is nevertheless admitted, the defect 
to which attention is called by the Senator from Georgia. It 
is only a question of whether it is raised from $20,000 to 
$50,000. 

The other objection is that we can not afford to lose this tax. 
Singularly enough, that argument comes from gentlemen who 
voted to make the surtax on incomes which may run to $100,· 
000,000 a year only 20 per cent, and the money we lose by the 
reduction of that surtax several times over makes up the re­
duction caused by this. That is according to the figures that 
were given the other day. 

If we have taken the tax off prize fights, and should not 
have; if we have taken the tax off-what is that show the 
Senator from Pennsylvania goes to up in New York? I have 
forgotten the name-the Follies. [Laughter.] 

Mr. REED of Pennsylvania. The Senator is wrong. It was 
my namesake, I think. 

:Mr. REED of MissourL No; I could not think of the name. 
I do not even know where the place is, but we all go when we 
get there. We get a guide. If we ba ve taken the tax off of 
automobiles, which the Senator describes as purely pleasure 
vehicles, an<l should not have; that is no reason why we 
should leave an unjust tax where it should not be; and the 
Senator concedes it is an unjust tax. 

This bill has not yet passed the Senate, and if we have made 
some mistakes, they can be rectified. I am not willing to see 
an injustice done to thou ands of people in this country be­
cause we have made a mistake which we are still in a position 
to rectify. I say this is a fair and just exemption. 

Mr. COPELAND. Mr. Pres1dent, I have been absent from 
the Chamber a few minutes, and I am not sure just where the 
debate has gone. I wonder if Senators have given considera­
tion to the men in the medical profession. Take a man like 
Will Mayo, or Charles Mayo. I suppose because the earnings 
of either one of these men are now very large each year, it 
may seem that no special consideration should be given them. 

I see.a smile on the face of the senior Senator from Utah. I 
do not believe he likes doctors, anyway. 

It takes a long time for a man to fit himself in medicine to 
the point where he gets a large income. He has his premedical 
years, his college years, his medical training, his interne serv­
ice, and then he has many years when he is on the verge of 
starvation. 

I think I will confess, Mr. President, that I can remember 
years long ago when my budget permitted me 10 cents each 
day for breakfast and 25 cents on Sunday. 

Mr. SMOOT. The .Senator was extravagant. 
Mr. COPELAND. I was extravagant, I venture to say. I 

suppose the Senator fi·om Utah got along on 8 cents a day. 
Mr. SMOOT. It did not s.verage that much. 
Mr. COPELAND. The doctor spends years and years be­

fore be fits himself to render the sort of service that com­
mands high fees, and then that service is limited to a very few 
years. The man who has reached the age of 45 or 50 years 
before he is capable of earning large fees must make his money 
during a period of about 10 years, because when he gets to be 
60 his eyesight is no longer good and his band is trembling. He 
is not able to do the work which must be done carefully and · 
cautiously and skillfully in order to be well done. It is true 
Doctor Osler said that at 60 a man hould be chloroformed. 
He was joking, of cour e, but he had in mind the doctor who, 
when he gets to be 60, is past surgical usefulnes in the com· 
munity. 

I confess that I have a lot of sympathy for what the Senator 
from Missouri is propo ing to do. Personally, since I am mor'e 
or less now out of surgical practice, I think I may vote for the 
Senator's amendment without being accused of. eeking to im­
prove my own condition. 

Mr. TRAMMELL. Mr. President, will the Senator permit 
a question? 

Mr. COPELAND. Certainly. 
Mr. TRAMMELL. Does not the Senator think there will be 

a thousand directors and officers of corporations to get the 
benefit of the amendment where one physician would get the 
benefit of it? 

Mr. COPELAND. I assume from what the Senator from 
Florida has said that be would be willing to give the doctors 
the benefit of it, but he worries about its misuse. llowever, 
the wording stated by the Senator from Montana and the Sen­
ator f~~m Missouri would indicate to me that that particular 
possibility bas been considered and is impossible of accom­
plishment. 

Mr. REED of Pennsylvania. Mr. President, I have been 
told that the tenor of what I said about the amendment was 
not clear. I meant to say distinctly that I am going to vote 
a~ainst the amendment, although I believe ardently in the prin­
ciple of it. I am going to vote against it for the sole and only 
reason that the rather precipitate action of the Senate day 
be~o~e yesterday has made it impossible for us now, in my· 
oplDlon, to do the act of simple justice that the amendment 
of the Senator from l\!issouri contemplates. 

1\Ir. HEFLIN. Mr. President, I can not permit the argu­
ment _of the Senator from New York [Mr. CoPELAND] to pass 
unnoticed. He said, in effect, that a man ought to be chloro­
formed when he is 60. I would hate to think that my good 
friend from New York is so rapidly approaching the chloroform 
age. 

Mr. President, Alabama had in this body for more than 80 
years one Senator ·who was 82 years old when he died, still a 
Member of the Senate. · Almost to the day of his death his 
~tellect ~as as clear and his service was as useful as at any 
time durmg his career. I refer to Senator John T. Morgan. 
Of course he was feeble physically, but his mind was clear 
and strong. IDs colleague here at that time, Gen. Edmund W. 
Pettus, was 86 years of age when be died. He was first 
elected to the Senate when he was 75 years old. I was a 
member of the Legislature of Alabama and helped to elect 
him. Legislatures elected United States Senators at that time. 
His mind up to a short time before his death was as clear 
and vigorous as that of any man in this body. To-day we have 
a Member of the Senate who is 83 years old, and be is one of 
the most useful and active Members in this body. 

I do not feel that we ought to permit the kind of argument 
the Senator from New York made to pass without comment 
because some of "us boys .. hope to be here until after w~ 
are 60. [Laughter.] 

l\Ir. ~Icl\IASTER. Mr. President, I have been very much 
entertamed by the statements of those who a1·e inter'ested in 
the incomes of the professional men who receive from $20,000 
to $50,000 a year. I feel sorry for them. I really think that 
something ought to be done for that class of people. 

However, while the discussion was going on I had in mind 
four millions of people in the country who are the heads of 
families, who are not only laboring men but are business men. 
Statistics show that those 4,UOO,OOO men receive an annual net 
income of about $212 earh. They are the 4 000 000 farmers 
who live in the great Northwest. I wish to s~y that so far as 
I am concerned, it the superlawyers in the Senate will help 
by some measure later on to raise the income of those 4,000 000 
beads of families above the $212 mark, I shall be glad to ~up­
port those who want something done for the men whose in­
comes are between $20,000 and $50,000. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Mi. souri, which 
will be stated. 

The CHIEF CLERK. On page 33, line 12, the Senator from 
Missouri proposes to strike out 11 $20,000 " and insert 11 $50,000," 
so as to make the paragraph read : 

(3) The term "earned net income" means t)le excess of the amount 
of the earned income over the sum ot the earned income deductions. 
If the taxpayer's net income is not more than $5,000, his entire net 
income shall be considered to be earned net income, and if his net 
income is more than 5,000, his earned net income shall not be con­
sidered to be less than $5,000. In no case shall the eru.·ned net 
income be considered to be more than $!30,000. 

:M:r. SMOOT. Let us have the yeas and nays. 
The yeas and nays were ordered, and the Chief Clerk pro­

ceeded to call the roll. 
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Mr. JONES of Washington (when the na~e of Mr. CURTIS 

was called). The senior Senator from Kansas [Mr. CURTIS] 
is necessarily absent on account of illness. Be is paired with 
the Senator from Michigan [Mr. FERRis]. If the Senator from 
Kansas were present, he would vote "nay." 

1\fl'. FERRIS (when his name was called). I have a pair 
with the senior Senator from Kansas [Mr. CURTIS]. I am 
informed that if he were present he would vote as I intend 
to vote, and I am therefore at liberty to vote. I vote " nay.'' 

Mr. FLETCHER (when his name was called). I have a 
general pair with the junior Senator from Delaware [Mr. nu 
PoNT]. I am informed that he would vote as I am about to 
vote, and so I am free to vote. I vote "nay.,. 

Tile roll call was concluded. 
Mr. NORRIS. I desire to announce that the junior Senator 

ft·om Iowa [Mr. BROOKHART] is unavoidably absent. He is 
paired with the junior Senator from Arkansas_ [l\lr. CARAWAY]. 
If the junior Senator from .Iowa were present, he would vote 
"nay." . 

I also desire to announce that the senior Senator from Cali­
fornia [~lr. JoHNSON] is likewise unavoidably absent because 
of illness. He is paired with the senior Senator from Arkansas 
[Mr. RoBINSON]. If the senior Senator froin California were 
present, he would vote "nay.,. 

l\1r. PEPPER (after having voted in the negative). I am 
recorded as voting "nay." I have, however, a pair with the 
junior Senator from New Mexico [Mr. BRATTON]. Not knowing 
how he would vote on this question, I must withdraw-my vote. 

l\Ir. COPELAND. On this matter I have a pair with my 
colleague, the senior Senator from New York [Mr. WADS­
WORTH]. Not knowing how he would vote, I withhold my 
vote. 

Mr. BLEASE. I have a general pair with the junior Senator 
from Missouri [Mr. WILLIAMS]. In his absence I withhold 
my vote. 

1\Ir. JONES of Washington. 1 was requested to announce 
that the junior Senator from Minnesota [Mr. ScHALL] is un­
avoidably detained from the Senate. 

I desire to announce the following general pairs: 
The Senator from Colorado [Mr. :MEANS] with the Senator 

from Texas [Mr. ~llYFIELD]; 
The Senator from Nebraska [Mr. HoWELL] with the Senator 

from Kentucky [l\fr. ER~ST] ; 
The Senator from Connecticut [Mr. BINGHAM] with the Sen­

ator from Nevada [Mr. PITTMAN] ; and 
The Senator from Illinois [:Mr. :McKINLEY] with the Senator 

from Virginia [l\lr. SwANSO:'ii"]. 
-The result was announced-yeas 6, nays 57, as follows: 

YEAS-6 

Borah Reed, Mo. Smith - Walsh 
Couzens Sheppard 

Bayard 
Brous ard 
Butler 
Cameron 
Capper 
Dale 
Dt-nt-e n 
Edge 
Edwnrc.ls 
Ferris 
Fletcher 
Frazier 
George 
Gerry 
Gillett 

NA.YS-57 
Glass McNary 
Hale Metcalf 
Haueld Moses 
Harris Neely 
Harrison Norbeck 
Heflin Norris 
.Tone>~. Wash. Nye 
Kendrick Oddie 
Keyes O•·erman 
Kin"' P11ipps 
La .Lf.onette Pine 
Lenroot nansd~U 
McKellar Reed, Pa .. 
McLean Robinson, Ind . . 
McMaster Sackett 

NOT VOTING-33 . 

.Ashurst Curtis Howell 
Bingham Dill Johnson · 
Blease duPont Jones, N.Mex. 
Bratton EJrnst McKinley 
Brooknart It'ernald Mayfield -
Bruce Fess Means -- _ 
Caraway Golf · Pepper 
Copeland Gooding Pittman 
Cummins Greene Robinson, Ark. 

Sbips tead 
Shortridge 
Simmoos 
Smoot 
Stanfield 
Trammell 
Tyson 
WaiTen 
Watson 
Weller 
Wheeler 
Willis 

Schall 
Stephens 
Swnnson 
Underwood 
Wadsworth 
Williams 

So the amendment of 1\Ir. REED of Missouri was rejected. 
Mr. McKELLAR. Mr. President, I ask unanimous consent 

to turri to page 170, the ~state tax title, and ask that the -vote 
by which the amendment at that point was agreed tv may be 
reconsidered, for the purpose of offering an amendment. 

The VICE PRESIDENT. Is there objection? 
Mr. SMOOT. Just one moment, Mr. President. 
Mr. 1\loKELLAR. I refer to page 170, the estate ta'[ amend­

ment, . which was agreed to yesterday or the . day before. 
Mr. SMOOT. I understand that the Senator from Tennessee 

desil·es to offer an inheritance tax as a substitute for the estate 
tax? 

Mr. McKELLAR. No ; I wish to offer an estate tax amend­
ment. It may be offered in the Senate, but I am asking 
unanimous consent to do it as in Committee of the Whole. 

Mr. SMOOT. I ask unanimous consent that the Senator 
from Tennessee be granted that privilege, and that the vote 
by which the amendment was agreed to may be reconsidered. 

Mr. McKELLAR. For the purpose of offering an amend­
ment. 

Mr. SMOOT. That is all. i: should not want to open this 
matter up again now while the bill is before the Senate as 
in Committee of the Whole and have the same question again 
brought up in the Senate. 

Mr. McKELLAR. I only desire to offer an amendment. 
Mr. SMOOT. I have no objection, with the understanding 

stated by the Senator from Tennessee. 
Mr. ~cKELLA~. Mr. President, I have changed the amend­

ment slightly, and I will send it to the desk in just a mo­
ment. 

I desire to explain to the Senate just what the amendment 
means. I have taken the Bouse provision and have changed the 
figures so as to begin at incomes of $500,000. 

One per cent of the amount by which the net estate exceeds 
$500,000 and does not exceed $1,000,000 ; 

Two per cent of the amount by which the net estate exceeds 
$1,000,000 and does not exceed $1,500,000; 

Three per cent of the amount by which the net estate exceeds 
$1,500,000 and does not exceed $2,000,000; 

Four per cent of the amount by which the nrt estate exceeds 
$2,000,000 and does not exceed $2,500,000 ; 

Five per cent of the amount by which the net estate exceeds 
$2,500,000 and does not exceed $3,000,000; · 

Six per cent of the amount by which the net estate exceeds 
$3,000,000 and does not exceed $3,500,000 ; 

Seven per cent of the amount by which the net estate exceeds 
$3,500,600 and does not exceed $4,000,000; 

Eight per cent of the amount by which the net estate exceeds 
$4,000,000 and does not exceed $5,000,000 ; 

Nine per· cent of the amount by which the net estate exceeds 
$5,000,000 and does not exceed $6,000,000 ; 

Ten per cent of the amount by which the nE.'t estate exceeds 
$6,000,000 and does not exceed $7.000,000; 

Eleven per cent of the amotmt by which the net estate ex­
aeeds $7,000,000 and does not exceed $8,000,000; 

Twelve per cent of the amount by which the net estate ex­
ceeds $8,000,000 and does not exceed $9,000,000 ; 

Thirteen per cent of the amount by which the net estate ex­
ceeds $9,000,000 and does not exceed $10,000,000 : and 

. Fourteen per cent of the amount by which the net estate ex­
ceeds $10,000,000. 

Mr. President, I have also stricken out of the Bouse pro­
vision that portion which proposes to refund to the States 80 
per cent of the tax collected. I have submitt.:;d these figHres 
to the actuary, Mr. McCoy, and he tells me tbat these rates, 
should the amendment be agreed to, will bring to the Govern­
ment $43,000,000, all of which will go to the Go\ernment ; none 
of it ·will go to. the States. That provision of tLe bill is stricken 
out. It will begin at estates of $500,000, according to the 
figures which I have read, and even on the estates of $10,-
000,000 and over the percentage will only be 14 per cent. It is, 
comparatively speaking, a small tax upon the wealth. of the 
country. 

Mr. NORRIS. 1\1r. President--
Mr. McKELLAR. I yield to the Senator from Nebraska. 
Mr. NORRIS. Bow does the amendment which the Senator 

proposes compare ~ith the rates which he proposes to strike 
out in the Bouse bill? 

Mr . .McKELLAR •. The difference is this:. The House rates 
begin at $50,000 a.nd go up by several gradations t'o 20 per 
cent, !Jut the House rates will produce, as I recall the figures, 
$100,000,000, of which the Federal Government would get 
$20,000,000 and $80,000,000 would be distributed among the 
States. If we have eliminated too mauy taxes from the bill, 
here is the place to get them back from peoplc who, it seems 
to me, ought to bear them. 

Mr. NORRIS. May I again interrupt tho Senator? 
Mr. McKELLA.R. Indeed, the Senator may. 
Mr. NORRIS. -I am only asking the Senator a question for 

information, because I - am not familiar with the amendment 
which the Senator has offered. 

Mr. McKELLAR. It was left on the desks of Senators this 
morning. 

Mr. NORRIS. The amendment. has not been discussed? 
Mr. McKIDLLAR. No; it has not been. 
Mr. NORRIS . . The Senator's amendment, if adopted, would 

not raise as much revenue as the House bill would raise, but all 
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the revenue which it would raise would go to the National 
Government. 

1\fr. McKELLAR. It would go to the National Government. 
Mr. NORRIS. How much less revenue would the Senator's 

amendment, if adopted, raise than the House provision? 
:Mr. McKELLAR. It would raise more than double the 

amount; it would raise $43,000,000, whereas the House pro­
vision if adopted would raise for the National Government only 
$20,000,000. 

Mr. NORRIS. I understand; but I am including that which 
is paid to the Stati;.t. 

Mr. McKELLAI.. Including that which is given to the 
States, the House provision would raise $100,000,000. 

Mr. NORRIS. That was my understanding. 
Mr. McKELLAR. This amendment, if adopted, would raise 

$43,000,000. 
Mr. NORRIS. So that, so far as the total revenue raised 

by each is concerned, the Senator's amendment would raise 
$43.000,000 and the House provision would raise $1'00,000,000. 

Mr. McKELLAR. One would raise $43,000,000 and the other 
$100,000,000. . 

Mr. NORRIS. The reason why the Government would get 
more under the Senator's amendment is that unde1· the House 
provision 80 per cent is given to the States. 

1\Ir. McKELLAR. Yes. 
1\fr. NORRIS. How high do the rates go under the Senator's 

amendment? 
Mr. McKELLAR. The highest rate is 14 per cent. 
Ur. NORRIS. On estates of what size? 
Mr. McKELLAR. On estates of $10,000,000 and over. 
Mr. NORRIS. The rates under the House provision go up 

to 20 per cent. 
Mr. McKELLAR They reach 20 per cent on estates of 

$10,000,000 and over. That is the difference between the two 
amendments. 

Mr. NORRIS. Are the administrative features the same? 
Mr. McKELLAR. The administrative features are exactly 

the same. I have also included in my amendment, though it 
was not necessary to do so, that provision of the Senate com­
mittee· amendment which was adopted a day or two ago pro­
viiling for a reduction in the tax on estates under the revenue 
act of 1924. 

Mr. NORRIS. Then, the Senator has that same retroactive 
feature in his amendment? 

Mr. McKELLAR. Yes. It 1s already in the Senate com­
mittee amendment. 

Mr. NORRIS. I wonder why the Senator copied that provi­
sion in his amendment. It seems to me it can not be defended 
by anybody. 

Mr. McKELLAR. It has already been adopted by the Sen­
ate, and I thought perhaps it would facilitate the adoption of 
my amendment. 

Mr. NORRIS. It was adopted by the Senate because the 
Senate was in the mood of repealing the estate tax entirely, 
and t11at was part of the motion. 

Mr. McKELLAR. Yes ; that is entirely true, but I think the 
two might well go together. 

Mr. SIMMONS. I inquire if the amendment bas been 
printed. . 

lli. McKELLAR. It has been printed, but I want to say I 
have changed the figures from those contained in the printed 
copy in view of what the Actuary of the Treasury told me. 
I will give the Senator a copy of the amendment. 

Mr. SIMMONS. Does the amendment provide for what is 
called an inheritance tax? 

::Hr. McKELLAR. No; it provides for an estate tax. 
Mr. SIMMONS. It is similar to the estate tax which the 

present law provides. 
~Ir. McKELLAR. It is precisely the same as the provision 

of the House bill, with the exception of changes in the rates 
and with the elimination of the provision in the House text 
whereby the Governme.nt would act as tax collector for the 
States, and the States would be given 80 per cent of the tax 
collected. 

Mr. SIMMONS. I was under the- impression that the Sen­
ator was submitting an amendment substantially the same as 
the amendment of the Senator from New Mexico [1\Ir. Jom::s] 
providing for an inheritance tax. 

Mr. McKELLAR. No; the amendment of the Senator from 
New Mexico provides for an inheritance tax, while my amend­
ment provides for an estate tax. It seems to .me it should re­
ceive the approval of the ~enate if we desire to have any estate 
tax enacted at all. The amendment that I have offered is cer­
tainly very reasonable and fair. It does not apply until an 
estate reaches the enormous proportions of $500,000, a;nd then 

the tax Is only 1 per cent. There are several gradations, and 
the tax ends at only 14 per cent. It is a most moderate provi­
sion, and is one which, it seems to me, should commend itself 
to the Senate. 

Mr. President, I wish to say that a day or two ago I listened 
with a great deal of care to the senior Senator from Nebraska 
[Mr. NoRrus], and the illustrations which he gave of enor­
mously wealthy men receiving as gifts from their parents great 
sums of money without paying any tax at all made a great 
impression on me, and while I voted for the Senate committee 
amendment the other day, largely because of the provision in 
the House text which called upon the Government to collect 
taxes for the States, I feel that I made a mistake, and I want 
to correct that mistake to the best of my ability. So I am 
offering this amendment in that view in part. 

Mr. SIMMONS. I am glad the Senator confesses that he 
made a mistake. 

Mr. McKELLAR. Oh, yes ; I think I did. 
Mr. Sll\fMONS. I myself think the Senator did. 
Mr. McKELLAR. I think I made a mistake in voting to do 

away with the tax entirely, but I did not make a mistake in 
voting against tbe provisio.n which contemplated collecting 
$100,000,000 and turning back to the States $80,000,000 of it. 
I do not think the Federal Government ought to act as a tax 
collector for the various States. With that provision out of it 
I would probably have voted for the House provision. 

Mr. WALSH. Mr. President--
The VICE PRESIDENT. Does the Senator from Tennessee 

yield to the Senator from Montana? 
Mr. McKELI.JAR. I yield. 
.Mr. 1YALSII. The statement just made by the Senator from 

Tennessee leads me to remark that be has an entirely different 
idea of the provision of the House bill from what I have. I 
do not understand that the Government of the United States 
was to collect anything and turn it over to the States. 

Mr. McKELL!.ll. That was the substance of the provision. 
l\lr. 'V AI.JSII. The taxpayer would never pay it to the 

Government at all. He would pay his estate tax, and in the 
computation of the tax which he pays to the Government he 
gets a credit for 80 per cent of what he pays to the State. 

1\fr. McKELLAR. That as it seems to me is a distinction 
without a difference. What is done is that 80 per cent of the 
tax is paid back to the States or to the taxpayers of the 
States by virtue of the House provision. Further, it is true 
that the National Government only would get 20 per cent of 
the tax. It would impo, e a ta1: of 100 per cent and get only 
20 per cent of it back. 

Mr. S~IOOT. Mr. President, I ask for the yeas and nays on 
the amendment of the Senator from Tennessee. 

The VICE PRESIDENT. The question is on the amend­
ment of the Senator from Tennessee. 

The amendment proposed by Mr. McKELLAR is as follows: 
Strike out all after line 2, on page . 208, down to and including 

line 3, on page 212, as amended, and insert in lieu thereof · the 
following: 

TITLE IlL-ESTATE TAX 

SEc. 300. Wben used 1n this title-
The term "executor" means the executor or administrator of the 

decedent, or, 1f there is no executor or admini trator appoint rd, 
qualified, and acting within the United Stutes, then any per on in 
actual or constructi>c possession of any property of the decedei)t ; 

The term "net estat~ " means th~ net estate us determined un<lcr 
the provisions of section 303 ; . 

The term " month " means calendar month; a.nd 
The term "collector" means the collector of internal revenue of 

the district in which was the doruidle of the decedent at the time 
of his dea..th, or, if there was no such domicile in the United State , 
then the collector of the district in which is situated the part of the 
gross estate of the decendent in the linited .States, or, if such part 
of the gross estate is situated in more than one di trict, then the 
collector of internal revenue of such district as may be designated 
by the commissioner. 

SEc. 301. (a) In lieu of the tax imposed by Title III of the revenue 
act of 1024, a tax equal to the sum of the following percentages of the 
value of the net estate (determin-ed as provided in section 303) is 
hereby imposed upon the transfer of the net estate of every decedent 
dying after the enactment of this act, whether a resident or nonresi­
dent of the United States: 

One per cent of the amount by which the net estate exceeds $500,-
000 and does not exceed $1,000,000 ; 

Two per cent of the amount by which the net estate exceeds $1,000,-
000 and does not exceed $1,500,000 ; 

Three _per cent of the amount by which the net estate exceeds 
$1,500,000 and does not e:x:ceed $2,000,000 ; 
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Four per cent of tbe amount by which the net estate exceeds 

$2,000,000 and does not exceed $2,500,000 ; 
Five per cent of the amount by which the net estate exceeds 

$2,500,000 and does not exceed $3,000,000; 
Six per cent of the amount by which the net estate exceeds 

$3,000,000 and does not exceed $3,500,000 ; 
Seven per cent of the amount by which the net estate exceeds 

$3,500,000 and does not exceed $4,000,000; 
Eight per cent of the amount by which the net estate exceeds 

· $4,000,000 and does not exceed $5,000,000: 
Nine per cent of the amount by which the net estate exceeds 

$5,000,000 and does not exceed $6,000,000; 
Ten per cent of the amount by which the net estate exceeds 

$6,000,000 and does not exceed 7,000,000; 
Eleven per cent of the amount by which the net estate exceeds 

$7,000,000 and does not exceed 8,000,000; 
Twelve per cent of the amount by which the net estate exceeds 

8,000,000 and does not exceed $9,000,000 ; 
Thirteen per cen . of the amount by which the net estate exceeds 

$9,000,000 and does not exceed $10,000,000; 
Fourteen per cent of the amount by which the net estate exceeds 

$10,000,000. 
SE~. 302. The value of the gross estate of the decedent shall be de­

termined by including the value at the time of his death· of all 
property, real or personal, tangible or intangible, wherever situated­

(a) To the extent of the interest therein of the decedent at the 
time of his death ; 

(b) To the extent of any interest therein of the surviving spouse, 
existing at the time of the decedent's death as dower, curtesy, or 
by virtue of a statute creating an estate in lieu of dower or curtesy; 

(c) To the extent of any interest therein of which the dece~ent 
bas at any time made e. transfer, by trust or otherwise, in con· 
templation of or intended to take effect in possession or enjoyment 
at or after his death, except in case of a bona fide sale for a fair 
consideration in money or money's worth. Where within two years 
prior to his death nnd without such a consideration the decedent 
bas made a transfer or transfers, by trust or other"1se, of any of his 
property, or an interest therein, not admitted or shown to have been 
made in contemplation of or intended to take etl'ect in possession or 
enjoyment at or after his death, and the value or aggregate value, 
at the time of such death, of the property or interest so transferred 
to any one person is in excess of $5,000, then to the exte~t of such 
excess, such transfer or transfers shall be deemed and held to have 
been made in contemplation of death within the meaning of this title; 

(d) To the extent of any interest therein of which the decedent has 
at any time made a transfer, by trust or otherwise, where the enjoy­
ment thereof was subject at the date of his death to any change 
through the exercise of a power, either by the decedent alone or in 
conjunction with any person, to alter, amend, or revokr, or where 
the decedent relinquished any such power in contemplation of his 
death, except in case of a bona fide sale for a fair consideration in 
money or money's worth. The relinquishment of any such power, 
not admitted or shown to -have been in contemplation of the decedent's 
death, made within two years prior to his death without such a con­
sideration and affecting the interest or interests (whether arising 
from one or more transfers or the creation of one or more trusts) of 
any one beneficiary of a value or aggregate value, at the time of such 
death, In excess of $5,000, then, to the extent of such excess, such re­
linquishment or relinquishments shall be deemed and held to have 
been made in contemplation of death within the meaning of this title; 

(e) To the extent of the interest therein held as joint tenants by 
the decedent and any other person, or as tenants by the entirety by 
the decedent and spouse, or deposited, with any person carrying on 
the banking business, In their joint names and ·payable to either or 
the survivor, except such part thereof as may be shown to have 
originally belonged to such other person and never to have been 
received or acquirea by the latter from the decedent for less than a 
fair consideration in money or money's worth : Pt·o,;ided, That where 
such property or any part thereof, or part of the consideration with 
which such property was acquired, is shown to have been at any time 
acquired by such other person from the decedent for less than a fair 
consideration in money or money's worth, there shall be excepted 
only such part of the value of such -property as is proportionate to 
the consideration furnished by such other person : Provided furt7t~, 
That where any property has been acquired by gift, bequest, devise, or 
inheritance, as a tenancy by the entirety by the decedent and spouse, 
then to the extent of one-half of the value thereof, or, where so 
acquired by the decedent and any other person as joint tenants and 
their interests are not otherwise specified or fixed by law, then to the 
extent of the value of a fr·actional part to be determined by dividing 
the value of the property by the number of joint tenants; 

(f) To the extent of any property passing under a general power 
of appointment exercised by the decedent (1) by will, or (2) by deed 
executed in contemplation of, or intended to take etl'ect in possession 
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or enjoyment at or after, his death, except In c! se of a bona fide sale 
for a fair consideration in money or money's worth ; and 

(g) To the extent of the amount receivable by the executor as in­
surance under policies taken out by the decedent upon hts own Ute; 
and to the extent of the excess over $40,000 of the amount receivable 
by all other beneficiaries as insurance under policies taken out by the 
decedent upon his own life. 

(b) Subdivisions (b), (c), (d), (e), (f), and (g) of this section 
shall apply to the transfers, trusts~ estates, interests, rights, powers, 
and relinquishment of powers, as severally enumerated and described 
therein, whether made, created, arising, existing, exercised, or re­
linquished before or after the enactment of this act, except that the 
second sentence of subdivision (c) and the second sentence of sub­
division (d) shall apply only to transfers and relinquishments made 
after the enactment of this act. 

SEc. 303. For the purpose of the tax the value of the net estate 
shall be determined-

(a) In the case of a resident, by deducting from the value of the 
gross estate-

( 1) Such amounts for funeral expenses, administration expenses, 
claims against the estate, unpaid mortgages upon, or any indebted­
ness in respect to, property (except, in the case of a resident decedent, 
where such property is not situated in the United States), to the 
extent that such claims, mortgages, or indebtedness were incurred or 
contracted bona fide and for a fair consideration in money or money's 
worth, losses incurred during the settlement of the estate arising from 
fires, storms, shipwreck, or other casualty, or from theft, when such 
losses are not compensated for by insurance or othenvise, and such 
amounts reasonably required and actually expended for the support 
during the settlement of the estate of those dependent upon the 
decedent, as are allowed by the laws of the jurisdiction, whether 
within or without the United States, under which the estate ls bein"' 
administered, but not including, any income taxes upon income received 
after the death of the decedent, or any estate, succession, legacy, or 
inheritance taxes ; 

(2) An amount equal to the value of any property (A) forming 
a part of the gross estate situated in the United States of any 
person who died within five years prior to the death of the decedent, 
or (B) tt·ansferred to the decedent by gift within five years prior to 
his death, where such property can be identified as having been re­
ceived by the decedent from such donor by gift or from such prior 
decedent by gift, bequest, dense, or inheritance. or which can be 
identified as having been acquired in exchange for property so re­
ceived. This deduction shall be allowed only where a gift tax imposed 
under the revenue act of 1924, or an estate tax imposed under this 
or any prior act of Congress was paid by or on behalf of the donor 
or the estate of such prior decedent as the case may be, and only 
in the amount of the value placed by the commissioner on such 
property in determining the value of the gift or the gross estate of 
such prior decedent, and only to the extent that the value of such 
property is included in the decedent's gross estate and not deducted 
under paragraph (1) or (3} of this subdivision; 

(3) The amount of all bequests, legacies, devises, or transfers, except 
bona fide sales for a fair consideration in money or money's worth, in 
contemplation of or intended to take effect in posses. ion or enjoyment 
at or after the decedent's death, to or for the use of the United States, 
any State, Territory, any political subdivision thereof, or the District 
of Columbia, for exclusively publlc purposes, or to or for the u e of 
any corporation organized and operated exclusively for rcligiou , chari­
table, scientific, literary, or educational purposes, including the en­
couragement of art and the prevention of cruelty to children or animals, 
no part of the net earnings of which inures to the benefit of any 
private stockholder or Individual, or to a trustee or tru~tees, or a fra­
ternal society, order, or association operating under the lodge sy tern, 
but only if such contributions or gifts are to be ur;ed by such trustee 
or trustees, or by such fraternal society, order, or a sociation, exclu­
sively for religious, charitable, scientific, literary, or educational pur­
poses, or for the prevention of cruelty to children or animals. If the 
tax imposed by section 301, or any estate, succession, legacy, or in­
heritance taxes, are, either by the terms of the will, by the law of the 
jurisdiction unqer which the estate is administered, or by the law ot 
the jurisdiction imposing the particular tax, payable in whole or in part 
out of the bequests, legacies, or devises otherwise deductible under this 
paragraph, then the amount deductible under this paragraph shall be 
the amount of such bequests, legacies, or devises reduced by the amount 
of such taxes; and 

( 4) An exemption ot' $50,000. 
(b) In the case of a nonresident, by deducting from the value of 

that part of his gross estate which at the time of his death is situated 
in the United States: 

(1) That proportion of the deductions specified in paragraph (1) of 
subdivision (a) of this section which the value of such part bears to 
the value of this entire gross estate, wherever situated, but in no case 
shall the amount so deducted exceed 10 per cent of the value ~f that 
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part of Ws gross estate which at the time of his death is situated 111 
the United States ; 

(2) An amount equal to the value of any property (A) forming a 
part of the gross estate situated in the United States of any person 
who died within five years prior to the death of the decedent, or (B) 
transferred to the decedent by gift within five years pt1or to his death, 
where such prc5perty can be iuentified as having been received by the 
decedent from such donor by gift or from such prior decedent by gift, 
bequest, devise, or inheritance, or which can be identified as having 
been acquired in exchange for property so received. This deduction 
shall be allowed only where a gift tax imposed under the revenue act 
of 1924, or an estate tax imposed under this or any prior act of Con­
gt·ess was paid by or on behalf of the donor or the estate of such prior 
decedent as the case may be, and only in the amount of the value 
placed by the commissioner on such property in determining the value 
of the gift or the gross estate of such prior decedent, and onJy to the 
extent that tbe value of such property is included in that part of the 
decedent's gro. s estate which at the time of his death is situatetl in 
the United States and not de<lucted under paragraph (1) or (3) of this 
subdivision; and 

( 3) The amount o1' all bequests, legacies, devises, or transfers, ex­
cept bona fi<le sales for a fair consideration, in money or money's 
worth, in contemplation of or intended to take effect in possession or 
enjoyment at or after the decedent's death, to or for the use of the 
United States, any State, Territory, any political subdivision thereof, 
or the District of Columbia, for exclusively public purposes, or to or 
for the use of any domestic corporation organized and operated ex­
clusively for religious, charitable, scientific, literary, or educational 
put·poses, including the encouragement of art and the prevention of 
cruE.>lty to children or animals, no part of the net earnings of which 
inures to the benefit of any private stockholder or individual, or to a 
trustee or tru tees, or a fraternal society, order, or association oper­
ating under the lodge system, but only if such contributions or gifts 
are to be used within the United States by such trustee or trustees, 
or by such fraternal society, order, or association, exclusively for 
rE.>ligious, charitable, scientific, literary, or educational purposes, or for 
the prevention of cruelty to children or animals. It the tax imposed 
by section 301, or any estate, succession, legacy or inheritance taxes, 
are, either by the terms of the will, by the law of the jurisdiction 
under which the e-state is administered, or by the law of the jurisdic­
tion imposing the particular tax, payable in whole or in part out of 
the bequests, legacies, or devises otherwise deductible under this para­
graph, then the amount deductible under this paragraph shall be the 
amount of such bequests, legacies, or 'devises reduced by the amount 
of such taxes. 

(c) No deduction shall be allowed in the case of a nonresident 
unless the executor includes in the return required to be filed under 
section 304 the value at the time of his death of that part of the 
gross estate of the nonresident not situated in the United States. 

(d) For the purpose of this title, stock in a domestic corpor-ation 
owned and held by a nonresident decedent shall be deemed property 
within the United States, and any property of which the decedent 
has ma<le a transfer, by trust or otherwise, within the meaning of 
subdivision (c) or (d) of section 302, shall be deemed to be situated 
in the United States, 1f so situated either at the time of the transfer, 
or at the time of the decedent's death. 

(c) The amount receivable as insurance upon the life of a non­
resident decedent, and any moneys deposited with any person carrying 
on the banking business, by or for a nonresident decedent who was 
not .engaged in business in the United States at the time of his death, 
shall not, for the purpose of this title, be deemed property within the 
United States . 

. (f) Missionaries duly commissioned and serving under boards of 
foreign missions of the various religious denominations in the United 
States, dying while in the foreign missionary service of such boards, 
shall not by reason merely o! their intention to permanently remain 
in such foreign service be deemed nonresidents of the United States, 
but shall be presumed to be residents of the State, th~ District of 
Columbia, or the Territories of Alaska or Hawatt wherein they re­
apectively resided at the time of their commission and their departure 
tor such foreign service. 

SEC. 304. (a) The executor, within two months after the decedent's 
death, or within a like period after qualifying as such, shall give 
written notice thereof to the collector. The executor shall also, at 
such times and in such manner as may be required by regulations made 
pursuant to law, file wlth, the collector a return under oath in dupli­
cate, setting forth (1) the value of the gross estate of the decedent 
at the time of his death, or, in case of a nonresident, of that part 
of his gross e tate situated in the United States; (2) the deductions 
allowed under section 303; (3) the value of the net estate of the d&­
cedent as defined in section 303 ; and ( 4) the tax paid or payable 
thereon; or such part of such information as may at the time be ascer­
tainable and such supplemental data as may be necessary to establish 
the correct tax. 

{b) eturn shall be made in all cases where the gross estate at the 
death of the decedent exceeds $50,000, and in the case of the estate 
of every nonresident any part of whose gross estate 1.8 situated In the 

United States. If tha executor is unable to make a complete return 
as to any part of the gross estate of the decedent, he shall inclnde in 
his return a description of such part and the name of every person 
holding a legal or beneficial interest therein, and upon notice from the 
collector such person shall 1n like manner make a return as to such 
part of the gross estate. 

Sn:c. 305. (a) The tax imposed by this title shall be due and payable 
one year after the decedent's death and shall be paid by the executor 
to the collector. 

(b) Where the commissioner finds that the payment on the due 
date of any part of the amount determined by the executor as the 
tax would impose undue hardship upon the estate, the commissioner 
may extend the time for payment of any such part not to exceed 
five years from the due date. In such case the amount in respect 
o1' wWch the extension is granted shall be paid on or before the date 
of the expiration of the period of the extension. 

(c) If the time for the payment ls thus extended there shall be 
collected, as a part of such amount, interest thereon at the rate of 
6 per cent per annum from the expiration of six months after the 
due date of the tax to the expiration of the period of the extension. 

(d) The time for which the commissioner may extend the time for 
payment of the estate tax imposed by Title IV of the revenue act 
of 1921 is hereby increased from three years to five years. 

SEC.-306. As soon as practicable after the return ls filed the com­
missioner shall examine it and shall determine the correct amount or 
the tax. 

SEc. 807. As used ln this title in respect of a tax imposed by this 
title the term " deficiency " means-

(1) The amount by which the tax imposed by this title exceeds the 
amount shown as the tax by the executor upon his return; but the 
amount so shown on the return shall first be increased by the amounts 
previously assessed (or collected without assessment) as a deficiency, 
and decreased by the amounts previously abated, refunded, or other­
wise repaid 1n respect of such tax ; or 

(2) If no amount is shown as the tax by the executor upon his 
return, or if no return is made by the executor, then the amount by 
wWch the tax exceeds the amounts previously assessed (or collected 
without assessment) as a deficiency ; but such amounts prE:viously 
assessed, or collected without assessment, shall first be decreased by the 
amounts previously abated, refunded, or otherwise repaid 1n respect 
of such tax. 

SEc. 308. (a) If the commissioner determines that there is a defi­
ciency in ·respect of the tax imposed by this title, the executor, except 
as provided in subdivision (d) or (f), sha.ll be notlfled of such defi­
ciency by registered mail. Within 60 days afte.r such notice is mailed, 
the executor may file a petition with the Board of Tax Appeals for a 
redetermination of the detlciency. Except as provided in subdivision 
(d) or (f) of this section or in section 279 or in section 912 of the 
revenue act of 1924 as amended, no assessment of a deficiency in 
respect of the tax: imposed by this title and no distraint or proceeding 
in court for its collection shall be made, begun, or prosecuted until the 
taxpayer has been notified of such deficiency as above provided, nor 
until the expiration of such GO-day period, nor, if a petitton baa bee.n 
filed with the board, until the decision of the board has become final. 
The executor, notwithstanding the provisions of section 3224 of the 
Revised Statutes, may enjoin by a proceeding in the pro.Per court the 
making of such assessment or the beginning of such proceeding or 
distraint during the time such prohibition is in force. 

(b) If the E.>xecutor files a petition with the board, the entire 
amount redetermined as the deficiency by the decision of U:e board 
which has become final shall be assessed and shall be paid upon 
notice and demand from the collector. No part of the amount deter­
mined as a deficiency by the commissioner but disallowed as such by 
the decision of the board which haB become final shall be fU'E>essed or 
be collected by distraint or by proceeding in court with or without 
assessment. 

(c) If the executor does not tile a petition with the board within 
the time prescribed in subdivision (a) of this section, the deficiency 
of which the executor has been notified shall be assessed, and shall 
be paid upon notice and demand from the collector. 

(d) If the commissioner believes that the assessment or collection 
of a deficiency will be jeopardized by delay, such deficiency shall be 
assessed immediately and notice and demand shall be niade by the 
collector for the payment thereof. In such case the jeopardy assess­
ment may be made (1) without giving the notice provided in subdi­
vision (a) of this section, or (2) before the expiration of the 60-day 
period provided in subdivision (a) of this section even though such 
notice has been given, or (3) at any time prior to the decision of 
the board upon such deficiency even though the executor has filed a 
petition with the board, or ( 4) in the case of any part of the defi­
ciency allowed by the board, at any time before the expiration of 90 
days after the decision of the board was rendered, but not . after the 
executor has filed a review bond under section 912 of the revenue act 
of 1924 as amended. Upon the making of the jeopardy assessment 
the jurisdiction of the board and the right of the executor to appeal 
from the board shall cease. If the executor does not file a claim in 
&batement wtth bond as provided in section 312, the deficiency so 
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assessed (or, ff tbe clafm so filed covers only a part of the i!eficleney, 
then ~be amount not covered by the claim) shall be paid upon notice 
and demand from the collector. 

(e) '.rhe board shall baV"e jurisdiction to redetermine the correct 
amom1t of the deficiency even if the amount so redetermined 1s greater 
than the amount of the deficiency of which the executor was notified, 
whether or not claim therefor is. asserted by the commissioner at or 
before the nearing; but the board shall by rules prescribe under what 
conditions and at what times the commissioner may assert before the 
board that the deficiency is greater than the amount of which the 
executor was notified. 

(f) If after the enactment of this act the commissioner bas notified 
the executor of a deficiency ns provided in subdivision (a), he shall 
have no right to determine any addjtional deficiency, except in the 
case of ·fraud, and except as provided in subdivision (e). If the ex­
ecutor is notified that on account of a mathematical error appearing 
upon the face of the return an amount of tax in excess of ·that shown 
upon the return is due, and that an assessment of the tax has been 
or will be made on the basis of what would have been the correct 
amount of tax but for the mathematical error, such notification shall 
not be considered for the purposes of this subdivision or of subdivision 
(a) of this section or of section 317 as a notification of a deficiency, 
and the executor 8ha11 have no right to file a petition with the Board 
of Tax Appeals based on such notiflca tlon, nor shall such assessment 
be prohibited by the provisions of subdivision (a) of this section. 

(g) For the purposes of this title the time at which a decision of 
the board becomes final shall be determined according to the provisions 
of section 916 of the revenue act of 1924, as amended. 

(h) Interest upon the amount determined as a deficiency shall be 
asse sed at the same time as the deficiency, shall be paid upon notice 
and demand from the collector, and shall be collected as a part of the · 
tax, at the rate of 6 per cent per annum from the due date of the 
tax to the date the deficiency is assessed. 

(j) Where it is shown to the satisfaction of the commissioner that 
the payment of a deficiency upon the date prescribed for the pay­
ment thereof will result in undue hardshlp to the estate, the commis­
sioner, with the approval of the Secretary (except where the deficiency 
is due to negligence, to intentional disregard of rules and regulations, 
or to fraud with intent to evade tax), may grant an extension for the 
payment of such deficiency or an~ part thereof for a pedod not in 
excess of two years. If an extension is grunted, the commissioner 
may require the executor to furnish a bond in such amount, not 
exceeding double the amount of the deficiency, and with such sureties 
as the commissioner deems necessary, conditioned upon the payment 
of the deficiency in accordance with the terms of the extension. In 
such case there shall be collected, as a part of the tax, interest on 
the part of the deficiency the· time for payment of which is so ex­
tended, at the rate of 6 per cent per annum for the period of the 
extension, and no other interest shall be colJected on such part of 
the deficiency for such period. If the part of the deficiency the time 
for payment or which is so extended is not paid jn accordance with 
the terms of the ext~nsion, there shall be collected, as a part of the 
tax, inter~st on such unpaid amount at the rate of 1 per cent a 
month for the period from the time fixed by the terms of the ex­
ten ~ ion for its payment until it is paid, and no other interest shall 
be collected on such unpaid amount for such period . 

(j) The 50 per cent addition to the tax provideu by section 8176 
of ·the Revised Statutes, as amended, shall, when n~sessed after the 
enactment of thls act in connection with an estate tax, be assessed, 
collected, and paid in the same manner as if It were a deficiency, 
except that the provisions of subdivision (h) of this section shall not 
be applicable. 

SEC. 309. (a) (1) Where the amount determined by the e:x;ecutor as 
the tax imposed by this title, or any part of such alllount, is not paid 
()n the due date of the tax, there shall be collected as a part of the 
tax, intet·est upon such unpaid amount at the rate of 1 per cent a 
month from the due date until 1t is paid. 

(2) Where an extension of time for payment of the amount so deter­
mined as the tax by the executor has been granted, and the amount 
the time for payment of which has been extended, and the interest 
thereon determined under subdivision (c) of section 305, 1s not paid in 
full prior to the expiration of the period of the extension, then, in lieu 
of the interest provided for in paragraph (1) of this subdivision, inter­
est at the rate of 1 per cent a month shall be collecte<'l on such unpaid 
amount from the date of the expiration of the period of the extension 
until it is paid. 

(b) Where a deficiency, or any interest assessed in connection there­
with under subdivision (h) of section 308, or any addition to the tax 
provided for in section 3176 of the Revised Statute£>, as amended, is 
not paid in full within SO days from the date of notice and demand 
from the collector, there shall be collected as part of the tax, interest 
upon the unpaid amount at the rate of 1 per cent a month from the date 
of such notice and demand until it is paid. 

(c) If a claim in abatement is filed, as provided In section 812, the 
provJsions of subdivision (b) of this section shall not apply to the 
unount covered by the claim in abatement. 

SEC. 810. (a) Except as provided in section 311, ihe amount of the 
estate taxes imposed by this title shall be assessed within four years 
after the return was filed, and no proceeding in court for the collec­
tiou of such taxes shall be begun after the expiration of five years after 
the return was filed. 

(b) The running of the stah1te of limitations o:d the making ot 
assessments and the beginning of distraint or a proceeding in court 
for collection, in respect of any deficiency, shall be suspended for the 
period during which, under the provisions of this title, the commis· 
sioner is prohlbited from making the assessment or beginning distraint 
or a proceeding tn court. 

SEc. 311. (a) In the case of a false or fraudulent return with 
inte.nt to evade tax or of a failure to file a return the tax may be 
assessed, or a proceeding in court for the collection of such tax may 
be begun without assessment, at any time. 

(b) Where the assessment of the tax is made within the period 
prescribed in section 810 or in this section, su'ch tax may be collected 
by distraint or by a proceeding in court, begun within (1) six years 
after the assessment of the tax, or (2) at any time prior to the eipira· 
tion of any period for collection agreed upon in writing by the com­
missioner and the executor. 

(c) This section shall not affect any assessment made, or distraint 
or proceeding in court begun, before the enactment of this act, nor 
shall it authorize the assessment of a tax or the collection thereof 
by distraint or by a proceeding in court (1) if at the time of the 
enactment of this act such assessment, distraint, or proceeding was 
barred by the period of limitation then in e::rlstence, or (2) contrary 
to the provisions of subdivision (a) of section 308. 

SEc. 812. (a) If a deficiency has been assessed under subdivision 
(d) of section 808, the executor, within 80 days after notice and 
demand from the collector for the ·payment thereof, may file with the 
collector a claim for the abatement of such deficiency, or any part 
thereof, or of any inte1·est or addition-al amounts assessed in connec· 
tion therewith, or of any part of any such interest or additional 
amounts. If such claim is accompanied by a bond, in such amount 
not e.xceeding double the amount of the claim, and with such sureties, 
as the collector deems necessary, conditioned upon the payment of 
so much of the amount of the claim as is not abated, together with 
interest thereon as provided in submvision (c) of this seetion, then 
upon the filing of such claim and bond, the collection of so much of 
the amount assessed as is covered by such claim and bond shall be 
stayed pending the final disposition of the claim. 

(b) When a claim is filed and accepted by the collector he shall 
transmit the claim immediately to the commissioner, who shall by 
registered mail notify the executor of his decision on the claim. The 
exeuctor may, withl.n 60 days after such notice is mailed, file a peti­
tion with the Board of Tax Appeals. In cases where collection bas 
been stayed by the filing of a bond, then if the claim is denied in 
whole or in part by the commissioner (or, if a petition bas been 
filed with the board, if such claim is derued in whole or in part by 
a decision of the board which has become final), the amount, the 
claim for whlch is denied, shall be collec~ed as part Q..f the tax upon 
notice and demand from the collector, and the amount, the claim for 
which is allowed, shall be abated. In cases where collection has not 
been stayed by the filing of a bond, then if the claim is allowed in 
whole or in part by the commissioner (or, if a petition has been filed 
with the board, if such claim is allowed in whole or in part by a 
decision of the board whlch bas become nnal)' the amount so allowed 
shall be credited or .refunded as provided in section 281, or, ii collec­
tion has not been made, shall be abated. 

(c) In cases where collection has been stayed by the filing of a 
bond, then if the claim in abatement is denied in whole or in part, 
there shall be collected, at the same time as the part of the claim 
denied, and as a J.lart of the - tax, interest at the rate of 6 per cent 
per annum upon the amount of the claim denied, from the date of 
notice and demand from the collector unde-r subdivision (d) of section 
308 to the date of the notice and demand under subdivision (b) ot 
this section. If the amount included in the notice and demand from 
the collector under f!ubdlvision (b) o:f this section is not paid in full 

within 30 days after such notice and demand, then there shall be 
collected, as part of the tax, interest upon the unpaid amount at the 
rate of 1 per cent a month from the date of such notice and demand 
until it is paid. 

(d) Except as provided in this section, no claim in abatement shall 
be filed in respect of any assessment made after the enactment of this 
act in respect of any estate tax. 

SEC. 313. (a} The collector shall grant to the person paying the tax 
duplicate receipts, either of whieb shall be sufficient evidence of such 
payment and shall entitle the executor to be cremted and alloweu the 
amount thereof by any court having jurisdiction to audit or settle his 
accounts. 

(b) If the executor makes written application to the commission~r 
for . determination of the amount of the tax and discharge from per· 
8onal liability therefor, the commissioner (as soon as possible, and in 
any event within one year after the making o! such application, or, 
if the application is made before the return is filed, then within on_e 
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year after the return ts filed, but not after the expiration of the 
period prescribed for the assessment of the tax in section 810) shall 
notify the executor of the amount of the tax. The executor, upon pay• 
ment of the amount of which be is notified, shall be discharged from 
personal liability for any deficiency in tax thereafter found to be due 
and shall be entitled to a receipt or writing showing such discharge. 

(c) The provisions of subdivision (b) shall not operate as a release 
of any part of the gross estate from the lien for any deficiency that 
may thereafter be determined to be due, unless the title to such part of 
the gross estate bas passed to a bona fide purchaser for value, in 
which case such part shall not be subject to a lien or to any claim or 
demand for any such deficiency, but the lien shall attach to the con· 
slderation received from such purchaser by the heirs, legatees, devisees, 
or dist1·ibutees. 

SEc. 314. (a) If the tax herein imposed is not paid on or before the 
due date thereof, the collector shall, upon instruction from the commis· 
sioner, proceed to collect the tax under the provisions ()f general law or 
comnrence appropriate proceedings in any court of the United States 
haYing jurisdiction, in the name of the United States, to subject tbe 
property of the decedent to be old under the judgment or decree of the 
court. From the proceeds of such sale the amount of the tax, together 
with the costs and expenses of every description to be allowed by the 
court, shall be first paid, and the balance shall be deposited acc()rding 
to the order of the court, to be paid under its direction to the person 
entitled thereto. This subdivision, in so far as it applies to the collec­
tion of a deficiency, shall be subject to the provisions of section 308. 

(b) If the tax or any part thereof is paid by, or collected out of 
that part of the estate passing to or in the poseession of, any person 
other than the executor in his capacity as such, such person shall be 
entitled to rPimbursement out of any part of the estate still undis­
trilmted or by a just and equitable contribution by the persons whose 
interest in the e tate of the decedE:'nt;..would have been reduced if the 
tax bad been paid before the distribution of the estate or whose 
interest is subject to equal or prior liability for the payment of taxes, 
dE:'l>ts, or other chargE-s against the estate, it being the purpose and 
intent of this title that so far as is practicable and unless otherwise 
directed by the will of the decedent the tax shall be paid out of the 
estate before its distribution. If any part of the g1·oss estate con­
sists of proceeds of policies of insurance upon the life of the decedent 
receivable by a beneficiary other than the executor, the executor shall 
be E-ntitled to recover from such beneficiary such portion of the total 
tax paid as the proceeds, in p.xcess of $40,000, of such policies bear 
to t!Je net estate. If there is more than one such beneficiary the 
executor shall be entitled to recover froln such beneficiaries in the 
same ratio. 

HEc. 315. (a) Unless the tax is sooner paid in full, it shall be a 
lien for 10 years upon the gross estate of the decedent, except that 
such part of the gross estate as is used for the payment of charges 
against the estate and expenses of its administration, allowed by any 
court having jurisdiction thereof, shall be divested of such lien. If 
the commissioner is sati tied that the tax liability of an estate has 
beeu fully discharged or provided for, be may, under regulations pre­
scribed by him with the approval of the secretary, L~ue his certifi­
cate rt>lcasing any or all property of such estate from the lien herein 
imposed . . 

(b) If (1) the decedent makes a transfer, by trust or otherwise, 
of any property in contemplation of or intended to take effect in 
possession or enjoyment at or after his death (except in the case of 

. a bona fide sale for a fair consideration in money or money's worth), 
or (2) if insurance passes under a contract executed by the decedent 
in favor of a specific beneficiary, and 1f in either case the tax in re­
spect thet·eto is not paid wben due, then the transferee, trustee, or 
bE-neficiary shall be personally liable for such tax, and such property, 
to the extent of the decedent's interest therein at the time of such 
hlln!';fer, or to the extent of such beneficiary's interest under such 
conb-act of insurance, shall be subject to a like lien equal to the 
amount of such tax. Any part of such property sold by such transferee 
or tru tee to a bona fide purchaser for a fair consideration in money 
or money's worth shall be divested of the lien and a like lien shall 
then attach to all the property of such transferee or trustee, except 
any part sold to a bona fide purchaser for a !air consideration in 
money or money's worth. 

SEC. 316. (a) If after the enactment of this act the commissioner 
determines that any assessment should be made in respect of any 
estate tax imposed by the revenue act of 1917, the revenue act of 
1918, the revenue act of 1921, or the revenue act of 1924, or by any 
such aet as amended, the commissioner shall notify the person liable 
for such tax by registered mail of the amount proposed to be assessed, 
which notification shall, for tbe purposes of this act, be considered 
a notification under subdivision (a) of section 308 of this act. In 
such cases the amount which should be assessed (whether as defi­
ciency or additional tax or as interest, penalty, or other addition to 
the tax) shall be computed as if this act bad not been enacted, but 
the amount so computed shall be assessed, collected, and paid in the 
same m?nner and sui.Jject to the same provisions and limitations (in-

eluding the provisions In case of delinquency in payment after notice 
and demand and the provisions proh1bltlng claims and suits for re­
fund) as in the case of the tax imposed by this title, except that the 
period of limitation prescribed in section 1109 of this act shall be 
applied in lieu of the period prescribed in subdivision (a) of sec­
tion 310. 

(b) If before the enactment of this act any person has appealed 
to the Board of Tax Appeals under subdivision (a) of section 308 of 
the revenue act of 1924 (it such appeal relates to a tax imposed by 
Title III of such act or to so much of an estate tax imposed by prior 
act as was not assessed before June 3, 1924), and tbe decision of the 
board was not made before the enactment of this act, the board shall 
have jurisdiction of the appeal. In all such casps the powers, duties, 
rights, and privileges of the commissioner and of the person who has 
brought the appeal, and the jurisdiction of the board and of the 
courts, shall be determined, and the computation of the tax shall be 
made, in the same manner as provided in subdivision (a) of this 
section, except that the person liable for the tax shall not be subject 
to the provisions of subdivision (a) of section 317. 

(c) If before the enactment of this act the commissioner has 
mailed to any person a notice under subdivision (a) of section "808 
of the revenue act of 1924 (whether in respeet of a tax imposed by 
Title III of such act or in respect of so much of an estate tax im­
posed by prior act as was not assessed before June 3, 1924), and if 
the 60-day period referred to in such subdivision has not expired 
before the enactment of this act, such person may file a petition 
with the board in the same manner as if a notice of deficiency bad 
been mailed after the enactment of thi act in respect of a deficiency 
in a tax impose-d by this title. In such cases the 60-day period 
refened to in subdivision (n) of section 308 of this act shall begin 
on the date of the enactment of this act, and the powers, duties, 
rights, and privileges of the commissioner and of the person who 
has filed the petition, and the jurisdiction of the board and of the 
courts, shall, whether or not the petition is filed, be determined, and 
the computation of the tax shall be made, in the same manner as 
provided in subdivision (a) of this section. 

(d) If any estlite tax imposed by the revenue net of 1917, the 
revenue act of 1918, or the revenue act of 1921, or by any such act 
as amE-nded, was asses ed before June 3, 1924, but was not paid 
in full before the date of the enactment of this act, and if the com­
missioner, after the enactment of this act, finally determinE-s the 
amount of the dE-ficiency, he shall notify the person liable for such 
tax by registered mail of the amount proposed to be collected, which 
notification shall, for the purposes of this act, be considered a notifi­
cation under subdivision (a) of seetion 808 of this act. In such case 
the amount to be collected (whether as deficiency or additional tax 
or as interl"st, penalty, or other additions to the tax) shall be com­
puted as if this act had not been enacted, but the amount so com­
puted shall be assessed, collected, and paid in the same manner and 
subject to the same provisions and limitations (including the provi­
sions in cases of delinquency in payment after notice and demand, 
and the provisions relating to claims and suits for refLmd) as in the 
case of the tax imposed by this title, except as otherwise provided 
in subdivision (g) of this section, and except that the period of limi­
tation prescribed in section 1109 of this act shall be applied 1n lieu 
of the period prescribed in subdivision (a) of section 310. 

(e) If any estate tax imposed by the revenue act of 1917, the rev­
enue act of 1918, or the revenue act of 1921, or by any such act as 
amended, was assessed before June 3, 1!>24, but was not paid in full 
before that date, and if the commissioner after June 2, 1924, but 
before the enactment of this act, finally determined the amount of the 
deficiency, and if the person liable for such tax appealed before the 
enactment of this act to the Board of Tax Appeals and the decision 
of the board was not made before the enactment of this act, the board 
shall have jm·lsdlction of the appeal. In .all such cases the powers, 
duties, rights, and privileges of the commissioner and of the person 
who has brought the appeal, and the juristlictlcn of the board and of 
the courts, shall be determined, and the computation of the tax shall 
be made, In the same manner as provided in subdivision (d) of this 
section, except that the person liable for the tax shall not be subject 
to the provisions of subdivision (a) of section 317. 

(f) If any estate tax imposed by the revenue act of 1917, the reve­
nue act of 1918, or the revenue act of 1D21, or by any such act as 
amended, wRs assessed before June 3, 1924, but was not paid in full 
before the date of the enactment of this act, and it the commissioner 
after June 2, 1924, finally determined the amount of the deficiency, 
and notified the person liable for such tax to that effect less than 60 
days prior to the enactment of this act, the person so notified may 
file a petition with the board in the same manner us if a notice of 
deficiency had been mailed after the enactment of this act in respect 
of a deficiency 1n a tax imposed by this title. In such cases the 60-day 
period referred to in subdivision (a) of section 308 of this act shall 
begin on the date of the enactment of this act, and, whether or not 
the petition is filed, the powers, duties, rights, and privilegl"s of tLe 
commissioner and of the pC'rson who is so notified, and the jurisdiction 
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of the board and of the courts, shall be determined, and the computa­
tion .of the tax be made, in the same manner as provided in subdivision 
(d) of this section. 

(g) In cases within the scope of subdivision (d), (e), or (f), if 
the commissioner believes that the collection of the deficiency will be 
jeopardized by delay,. he .may, despite the provisions of subdivision (a) 
of section 308 of this act, instruct the collector to proceed to enforce 
the payment of the deficiency. Such action by the collector· and the 
commisisoner may be taken at any time prior to the decision of the 
board upon such deficiency even though the person liable for the tax 
bas filed a petition with the board, or, in the case of any part of the 
deficiency allowed by the board, at any time before the expiration of 
90 days after the decision of the board was rendered, but not after the 
person liable for the tax bas filed a review bond under section 912 
of the revenue act of 1924 as amended, and thereupon the jurisdiction 
of the board and the right of the taxpayer to appeal from the board 
shall .cease. Upon payment of the deficiency in such case the person 
liable for the tax shall not be subject to the provisions of subdivision 
(a) of section 317. 

.. SEc. 317. (a) If the commissioner has notified the executor of ll 

deficiency or has made an assessment under subdivision (d) of section 
308, the ·right of the executor to file a petition with the Board of Tax 
Appeals and to appeal from the decision of the board to the courts 
shall constitute his sole right to contest the amount of the tax, and, 
whether or not he files a petition with the board, no credit or refund 
in respect of such tax shall be made and no suit for the recovery of 
any part of such tax shall he maintained in any court, except as pro­
vided in subdivision (b) of this section or in Rubdivision (b) of section 
312 or in subdivision (b), (e), or (g) of section 31b of this act or in 
section 912 of the revenue act of 1924 as amended This subdivision 
shall not apply in any case where the executor proves to the satisfac­
tion of the commissioner or the court, as the case may be, that the 
notice under subdivision (a) of section 308 or subdivision (b) of section 
312 was not received by him before the expiration of 45 days from the 
time such notice was mailed. 

(b) I! the Board of Tax Appeals finds that the1e is no deficiency 
and further finds that the executor has made an overpayment of tax, 
the board shall have jurisdiction to determine thE: amount of such 
overpayment, and such amount shall, when the decieion of the board 
bas become final, be credited or refunded to the executor as provided ln 
section 3220 of the Revised Statutes, as amended . Such refund or 
credit shall be made either (1) if claim therefor was filed within tho 
period of limitation provided for in section 3228 or the Revised Stat­
utes, as amended, or (2) if the petition was filed with the board within 
four years after the tax was paid. 

SEC. 318. (a) Whoever knowingly makes any false statement in any 
notice or return required to be filed under this title shall be liable to 
a penalty of not exceeding $5,000 or imprisonment not exceeding one 
year, or both. 

(b) Whoever fails to comply with any duty imposed upon him 
by section 304, or, having in his possession or control any record, 
file, or paper, containing or supposed to contain any information 
concerning the estate of the decedent, or, having in his possession 
or control any property comprised in the gross estate of the decedent, 
fails to exhibit the same upon request to the commissioner or any 
collector or law officer of the United States or his duly authorized 
deputy or agent, who desires to examine the same in the perform­
ance of his duties under this title, shall be liable to a penalty of not 
exceeding $500, to be recoveTed, with costs of suit, in a civil action 
in the name of the United States. 

SEC. 319. (a) The terms "resident" as used in this title includes 
a citizen of the United States with respect to whose property any 
probate or administration proceedings are had in the Unit~d States 
Court for China. Where no part of the gross estate of such decedent 
is situated in the United States at the time of his death, the toqu 
amount of tax due under this title shall be paid to or collected by the 
clerk of such court, but where any part of the gross estate of such 
decedent is situated in the United States at the time of' his death, 
the tax due under this title shall be paid to or collected by the col­
lector of the district in which is situated the part of the gross estate 
in the United States, or, if such part is situated in more than one 
district, then the collector of such district as may be designated by 
the commissioner. 

(b) For the purpose of this section the clerk of the United States 
Court for China shall be a collector for the territorial jurisdiction of 
such court, and taxes shall be collected by and paid to him in the 
same manner and subject to the same provisions of law, including 
penalties, as the taxes collected by and paid to a collector in the 
United States. 

SEc. 300 (a) Section 301 of the revenue act of 1924 is amended 
to read as follows: 

"SEc. 301. (a) In lieu of the tax imposed by Title IV of the reve­
nue act of 1921, a tax equal to the sum of the following percentages 
of the value of the net estate -(determined as provided in sec. 303) 

fs hereby imposed upon the transfer of the net estate of ever. de~ 
cedent dying after the enactment of this act, whether a resident 
or nonresident of the United States: 

. "One per cent of the amount of the net estate -not in excess of 
$50,000; 

"Two per cent of the amount by which the net estate exceeds 
$50,000 and does not exceed $150,000 ; 

"Three per cent of the amount by which the net estate exceeda 
$150,000 and does not exceed $250,000; 

"Fom· per cent of the amount by which the net estate exceeds 
$250,000 and does not exceed $450,000 ; 

"Six per cent of the amount by which the net estate _exceeds $450,000 
and does not exceed $750,000; 

"Eight per cent of the amount by which the net estate exceeds 
$750,000 and does not exceed $1,000,000; 

"Ten per cent of the amount by which the net estate exceeds 
$1,000,000 and does not exceed $1,500,000; 

·"Twelve per cent of the amount by which the net estate exceeds 
$1,500,000 and does not exceed $2,000,000; 

"Fourteen per cent of the amount by which the net estate exceeds 
$2,000,000 and does not exceed $3,000,000; 

" Sixteen _ per cent of the amount by which the net estate exceeds 
$3,000,000 and does not exceed $4,000,000; 

" Eighteen per cent of the amount by which the net estate exceeds 
$4,000,000 and does not exceed $5,000,000 ; 

"'l'wenty per cent of the amount by which the net estate exceeds 
$5,000,000 and does n.ot exceed $8,000,000; 

"Twenty-two per cent of the amount by which the net estate exceeds 
$8,000,000 and does not exceed $10,000,000; and 

"Twenty-five per cent of the amount by which the net estate exceeds 
$10,000,000." 

(b) Subdivision (a) of this section shall take effect as of June 2, 
1924. . 

SEc. 301. (a) So much of paragraph (3) of subdivision (a) and of 
paragraph (3) of subdivision (b) of section 303 of the revenue act of 
1924 as reads as follows : " If the tax imposed by section 301, or any 
estate, succession, legacy, or inheritance taxes, are either by the terms 
of the will, by the law of the jurisdiction under which the estate is 
administered, or by the law of the jurisdiction imposing the particular 
tax payable in whole or in part out of the bequests, legacies, or devises 
otherwise deductible under this paragraph, then the amount deductible 
under this paragraph shall be the amount of such bequests, legacies, or 
devises reduced by the amount of such taxes " is repealed. 

(b) Subdhision (aJ of this section shall _ ta.ke effect as of June 2, 
1924. 

SEc. H02. (a) Section 319 of the revenue act of 1924 is amended 
to read as follows : 

"SEc. 319. For the calendar year 1924 and each calendar year there­
after a tax equal to the sum of the following is hereby imposed upon 
the transfer by a resident by gift during such calendar year of any 
property whrrever sjtuated, whether made directly or indirectly, and 
upon the transfer by a nonresident by gift during such calendar year 
of any property situated within the United States, whether made 
directly or indirectly : 

" One per cent of the amount of the taxable gifts not in excess of 
$50,000; 

"Two per cent of the amount by which taxable gifts exceeds $50,000 
and do not exceed $150,000; 

"Three per cent of the amount by which the taxable gifts exceE>d 
$150,000 and do not exceed $250,000; 

"Four per cent of the amount by which the taxable gifts exceed 
$250,000 and do not exceed $450,000 ; 

" Six per cent of the amount by which the taxable gifts exceed 
$450,000 and do not exceed $750,0QO ; 

" Eight per cent of the amount by which the taxable gifts exceed 
$750,000 and do not exceed $1,000,000 ; 

" Ten per cent of the amount by which the taxable gifts exceed 
$1 ,000,000 and do not exceed $1,500,000; 

" Twelve per cent of the amount by which the taxable gifts exceed 
$1,500,000 and do not exceed $2,000,000 ; 

"Fourteen per cent of the amount by which the taxable gifts exceed 
$2,000,000 and do not exceed $3,000,000 ; 

"Sb:teen per cent of the amount by which the taxable gifts exceed 
$3,000,000 and do not exceed $4,000,000 ; 

" Eighteen per cent of the amount by which the taxable gifts exceed 
$4,000,000 and do not exceed $5,000,000; 

" Twenty per cent of the amount by which the taxable gifts exceed 
$5,000,000 and do not exceed $8,000,000; 

"Twenty-two per cent o': the amount by which the taxable gifts 
exceed $8,000,000 and do not exceed $10,000,000; and 

"Twenty-five per cent of the amount by which the taxable gifts 
excecu $10,000,000." 

(b) Subdivision (a) of this section shall ta.ke effect as of June 2, 
1924. 



3868 CONGRESSIONAL RECORD-SENATE FEBRUARY 12 
SF:C. 303. Any tax that has been paid under the provisions of Title 

III of the revenue act of 1924 prior to the enactment of .this act in 
excess of the tax imposed by such title as amended by this act shall 
be regarded as a.n internal-revenue tax illegally assessed or collected. 

The VICE PRESIDENT. On the question of agreeing to 
the amendment of the Senator from Tennessee the yeas and 
nays are demanded. 

The yeas and nays were ordered, and the Chief Clerk pro­
ceeded to call the roll. 

l\lr. FERRIS (when his name was called). I have a pair 
with the Senator from Kansas [Mr. CURTIS]. I therefore 
withhold my vote. 

1\Ir. FLETCHER (when his name was called). Making the 
same announcement as before as to my pair, I vote " nay." 

Mr. HOWELL (when hi." name was called). I have a pair 
with the senior Senator from Kentucky [:Mr. ERNST], and 
therefore withhold my vote. If I were at liberty to vote, I 
should vote " yea." 

Mr. :McNARY (when his name was called). I have a pair 
with the Senator from Maryland [Mr. BRUCE], and therefore 
can not vote. If at liberty to vote I should vote "yea," and 
if the Senator from Maryland were present he would vote 
"nay." · 

Mr. NEELY (when his name was called). On this question 
I am paired wi th the senior Senator from New York [Mr. WADS­
WORTH]. I· am informed that if he were present he would 
vote "nay." If I were at liberty to vote, I should vote "yea." 

Mr. PEPPER (when his name was called). I have a pair 
with the junior Senator from New 1\Ie.xico [Mr. BRATTO~]. 
Not knowing how he would vote, I withhold my vote. If at 
liberty to vote, I should vote "nay." 

l\Ir. REED of P ennsyh-ania (when his name was called). 
Has the senior Senator from Delaware [l\Ir. BAYARD] voted? 

The VICE PRESIDENT. He has not. 
l\Ir. REED of Pennsylvania. I am informed that that Sena­

tor, with whom I am paired, would, if present, vote the same 
way that I am going to vote. Therefore I vote "nay." 

The roll call was concluded. 
Mr. BLE..ASE. I have a pair with the Senator from Mis­

souri [Mr. WILLIAMs], and withhold my vote. 
Mr. SACKETT. I desire to announce that my colleague, the 

senior Senator from Kentucky [Mr. ER~ST] is unavoidably 
absent. If he were present, he would vote "nay." 

Mr. NORRIS. I desire to announce the unavoidable absence 
of the Senator from Iowa [Mr. BROOKHART], who is paired 
with the junior Senator from Arkansas [l'IIr. CARAWAY]. 

I desire also to announce the unavoidable absence of the 
Senator from California [Mr. JoH "SON], who is paired with 
the senior Senator from Arkansas [Mr. Rosr~soN]. 

:Mr. JONES of Washington. I desire to announce the fol­
lowing general pairs : 

The Senator from Connecticut [Mr. Br~GHAM] with the 
Senator from Nevada [1\fr. PITTMAN] ; 

The Senator from Illinois [Mr. McKINLEY] with the Sen· 
ator from Virginia [:Mr. SwANSO~]; and 

The Senator from Colorado [:Mr. MEANS] with the Senator 
from Texas [Mr. MAYFIELD]. 

I also desire to announce the unavoidable absence of the 
Senator from Minnesota [Mr. ScHALL]. 

I also desire to announce the unavoidable absence of the 
Senator from Kansas [1\Ir. CURTIS], on account of illness. He 
is paired with the Senator from Michigan [Mr. FERRIS]. 

The result was announced-yeas 13, nays 47, as follows: 
YEAS---13 

Ashurst King Reed, Mo. Wheeler 
Dill Leuroot Sheppard 
Harris McKellar Shipstead 
Jones, Wash. McMaster Tyson 

NAYS-47 
Broussard George Moses Shortridge 
Butler Gillett Norbeck Simmons 
Cameron Gla·s Norris Smith 
Capper Goff Nye Smoot 
Copeland Hale Oddie Stanfield 
Cummins Harreld Overman Trammell 
Deneen Ha rrison Phipps Walsh 
Edge Heflin Pine Warren 
Edwards Kendrick Ransdell Watson 
Fess La l!'ollette Reed, Pa. Weller 
Fletcher McLean Robinson, Ind. Willis 
Frazier Mctcnlf Sackett 

NOT VO'.riNG-36 
Bayard Curtis no well Pepper 
Bingham Dale Johnson Pittman 
Blease du Pont Jones, N.Mex. Robinson, Ark. 
Borah Ernst Keils Schall 
Bratton Fernald Me inley Stephens 
Brookhart Ferris McNary Swanson 
Bruce Gerry Mayfield Underwood 
Caraway Gooding Means Wadsworth 
Couzens Greene Neely Williams 

So Mr. McKELLAR's amendment to the amendment of the 
committee was rejected. 

The VICE PRESIDENT. The question is on agreeing to the 
committee amendment. 

The amendment of the committee was agreed to. 
Mr. Sl\fiTH. 1\fr. President, I send to the desk two amend­

ments that are necessary, in view of the amendment that I 
offered and that was adopted, making the limitation on the 
Government two years. These amendments are necessary to 
make the refund for two years, so as to correspond with the 
other. 

1\lr. REED of Pennsylvania. l\Ir. President, I hope these 
amendments will be adopted. They are merely companion 
amendments to the one on which the Senate voted on the motion 
of the Senator from South Carolina. They simply make the 
two limitations the same. 

1\fr. SMOOT. They are necessary to make it complete. 
The VICE PRESIDENT. The amendments will be stated. 
The CHIEF CLERK. On page 163, it is proposed to strike out 

lines 8 to 17. both inclusive, and to insert: 
Except as provided in subdivisions (c), (d), (e), and (g) o! this 

section-
(1) No such credit or refund shall be allowed or made afler two 

years from the time the tax was paid in the case o! a tax imposed 
I.Jy this act, nor after four years from the time the tax was paid 
in the case of a tax imposed by any prior act, unless before the expira­
tion o! such period a claim therefor is filed by the taxpayer; and 

(2) The ,"."'lount o! the ct·edit or refund shall not exceed the por­
tion of the tax paid during the two or four years, respectively, imme­
diately preceding the filing o! the claim, or 11' no claim was filed, then 
during the two or four years, respectively, immediately preceding the 
allowance of the credit or refund. 

And on page 165, line 22, it is proposed to strike out " paid " 
and to insert in lieu thereof : 

paid, or, in the case of a tax imposed by this act, within two years 
after the tax was paid. 

The amendments were agreed to. 
Mr. REED of Pennsylvania. Mr. President, I send to the 

desk a formal amendment, which I ask to have stated. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 325, line 3, after the word 

"annum," it is proposed to insert a comma and the following: 

payable out of any appropriation available for the payment of ex­
penses of assessing and collecting the internal-revenue taxes. 

Mr. REED of Pennsylvania. Mr. Pr8sident, the necessity for 
this amendment arises out of the decision of the Comptroller 
General, who has notified us that as the bill now stands there 
is no appropriation from which the salary of the general 
counsel can be paid. He suggests this amendment in order to 
make it clear that this is to be paid out of the appropriation 
for collecting the internal reYenue. 

The amendment was agreed to. 
l\lr. HARRISON. Mr. President, I offer an amendment, 

which I ask to ha-re stated. 
The YICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. Under" the subhead "Schedule L.-Stamp 

taxes," on page 253, beginning with line 22, it is proposed to 
strike out through line 10 on page 254, in the following words : 

2. Capital stock, is ue: On each original issue, whether on organi­
zation or reorganization, of certificates of stock, or o! profits, or of 
interest in pt·operty or accumulations, by any corporation, on each 
$100 of face value or fraction thereof, 5 cents: Provided, That where 
a certificate is issued without face value, tile tax shall be 5 cents per 
share, unless the actual value is in excess of $100 per share, in 
which case the tax shall be 5 cents on each $100 of actual value or 
fraction thereof, or unless the actual value is less than $100 per 
share, in which ca e the tax shall be 1 cent on each $20 of actual 
value, or fraction thereof. 

The stamps representing the tax imposed by this subdivision shall 
be attached to the stock books and not to the certificates issued. 

Mr. HARRISON. :Mr. President, some days ago we in­
creased the corporation tax from 12¥.! per cent to 13% per 
cent, thereby, upon the estimate of the Actuary of the Treas­
ury, making it possible to derive something under $200,000,000 
more next year than we have been receiving from the corpora­
tion tax. 

This amendment proposes to strike out the stamp tax on 
capital-stock issues. We get about $10,000,000 a year from 
that item. This is only on the original capital-stock issue. 
I have not offered any amendment that will apply to transfers 
of stocks generally, but have confined the proposition to taking 
off the stamp tax: on the original capital-stock issue. It seems 
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to me it is a nuisance tax; it ought to be repealed., and I hope soon as I can put my band on it. It shows quite a different 
the amendment will be adopted. state of affairs from that. 

:Ur. SMOOT. Mr. President, there are a number of these Mr. SMOOT. I do not think there is any question abouf it 
taxes that I shoul~ like to see repealed, but I do ask the Senate at all. The Senator may have misunderstood me. 
to make no more reductions. We can not stand taking $10,000,- Mr. SMITH. I jhink I asked a question along that line the 
000 off these capital-stock issues. The tax: is on the original other day, and my understanding was that the difference be­
i. sue, as the Senator says. On the transfers there are taxes tween what the corporations would have to pay with the capi­
of some twelve or fourteen million dollars more, but the Sen- tal-stock tax removed and what they would have t-.~ p:.y with 
a tor's amendment does not cover that. It is just the original the increase of 1 per cent would be in favor of the corpora­
i :-ue; but we will lose at least $10,000,000, and I do not see tlons in the sum of $8,000,000. 
how we can possibly spare it. Mr. SMOOT. Eight million dollars. 

Mr. MOSES. Mr. President, may I say to the Senator from Mr. SMITH. I think that was a statement made to me 
Utah that with the total revenue running to more than two the other day. 
billions of dollars, $10,000,000 is not a great proportion. May Mr. SMOOT. In other words, $86,000,000 and $94,000,000, 
I ask him about the history of taxes of this kind? They have the difference being $8,000,000, representing the advantage the 
always been imposed in time of war and always have been corporations have under this bill if it is enacted into law. 
taken off when peace returned; have they not? Mr. KING. l\lr. President, will my colleague yield? 

Mr. SMOOT. Mr. President, I was rather struck with the Mr. SMOOT. I yield. 
statement made here to-day that the war is over. As far as Mr. KING. I think the Senators who have been speaking 
finances go, the effects of the war are almost as bad as the on this matter have failed to take into account what I con­
war. We do not want now to begin to pay out more for the ceive to .be an important factor in the equation, namely, if we 
expense of maintaining the Government than we are collecting; are to JUdge from the newspapers, and from the enormous 
and the war debt ought to be paid. profits which are daily being reported by corporations, tha 

:Ur. MOSES. The Senator entirely misinterpreted the debate 131h per cent, or 12lh per cent, will yield a very large amount 
this morning, It was not with reference to the finances of the in excess of that which was collected for the preceding years. 
war; it was with reference to the politics of the war; and the No one can deny the prosperity of the corporations. No one 
fact that the Senator from Washfugton [l\fr. DILL] and th~ can deny the fact that their earnings for the next fiscal year, 
Senator fi·om Virginia [Mr. SwANsoN] differed as to the poli- or for the present calendar year, will be greatly in excess of 
tic of the war has nothing to do with the financing of the war. their earnings for the past calendar year or for the past fiscal 

Mr. SMOOT. I hope the amendment will be rejected. year. 
Mr. WILLIS. Mr. President, I desire to ask a question of Mr. REED of Pennsylvania. Mr. President, nobody knows 

the Senator fi•om Utah. I understood the Senator from ::\!is- what they will be for the present calendar year. We started 
sissippi a few moments ago to state that because of the change in the year 1907 with business looking just as it does now 
already made in the law touching the taxation of corporationR, and by the end of 1907 a lot of the corpo~ations went int~ 
there had been an increase in the burden on corporations of bankruptcy. 
$200,000,000 a year. Is that the fact? l\Ir. KING. I am assuming a continuance of present condi-

Mr. SMOOT. Oh, no! tions, and if we are permitted to have any judgment with re-
Mr. 'VILLIS. I so under tood the Senator from Mississippi. spect to industrial and economic conditions based upon past 
Mr. S~IOOT. No; the Senator from Missis ippi did not experience, and based upon present conditions, and based upon 

make that statement. the determination-! do not say it by way of criticism--Qf the 
Mr. WILLIS. Perhaps I misunderstood the Senator. I Republican Party to maintain these conditions in the face of 

understood him a moment ago to state that as a result of the an approac.hing election, not only for political purposes, but 
abolishment of the capital-stock tax and the increase in the for econonnc reasons, I submit that no one can challenge sue­
income tax of corporations, the burden on corporations had ce sfully the statement that the earnings of the corporations 
been increa ed $200,000,000. for this fi cal year and this calendar year will be in excess of 

Mr. HARRISON. The estimate of the Actuary of the Treas- the earnings for the past fiscal , year and the past calendar 
ury, as I recall-! have not the figures here--was that as a year. 
re ult of the prosperity of corporations generally there would :Mr. MOSES. Mr. Pre ident, will the Senator permit me to 
be derived from this source, upon a 12% per cent tax, during interject? 
tbe coming year, $120,000,000 more than was derived last year. Mr. KING. I always know when the Senator from New 

Ur. WILLIS. I understood the Senator to say $200,000,000. Hamp hire wants to project omething that a deadly missile 
Mr. HARRISON. One hundred and twenty million dollars is to be thrown; so I am ready to receive it. 

more; and then the 1 per cent increase from 12lh per cent to Mr. MOSES. Not at all; but I want to congt:atulate the 
13lh per cent, of course, produces around $83,000,000. Senator for not criticizing the Republican Party for desiring 

Mr. S~IOOT. Mr. President, I think the Senator got those ' to continue prosperity in the country. 
figures somewhat mixed. It is not only the income of corpora- l Mr. KING. We will discuss that a little later, at an appro­
tlons, but the income from the bill itself, from personal priate time, when we can analyze all the factors that are to 
incomes, all sorts of incomes of individuals and corporations, be considered in connection with the question. 
in which the actuary estimates that there is an increase of It does seem to me that . the position of the Senator from 
$118,000,000. We have that to take care of, and it is taken Missi sippi is correct, and that we may anticipate a revenue 
care of in the estimates already given. greater than that which my colleague has indicated, and 

Mr. HARRISON. l\fay I ask the Senator from Utah how I greater than that which has been indicated by the Secretary 
much the Government received last year from the corporation of the Treasury in his annual report, and in the statement 
tax? which he made before the Ways and l\leans Committee, which 

Mr. WILLIS. While the Senator from Utah is looking for wa a very clear statement, may I say. 
that, 1 understood the Senator from Pennsylvania to make a Then there is another thing which I submit should be taken 
statement that as a result of this bill the burdens of the cor- into consideration when we are talking about balancing the 
porations would be decreased $8,000,000. Did h~ or did he Budget. I submit that the Budget which has been presented 
not make that statement? to us by the President of the United States contains recom-

Mr. REED of Pennsylvania. That is right. The repeal of mendations for appropriations in excess of the valid and legiti­
thP capital-stock tax will save the corporation about $8,000,- mate needs of the Government, and if Congress shall pare 
000 more than the 1 per cent increase in their income taxes tllem down as it should, and shall project a proper policy of 
"'"ill cost them. economy, we can save from a hundred to two hundred million 

Mr. WILLIS. That is exactly what I understood the Sena- dollars, and reduce the expenses below those which have been 
tor to say. estimated by the Budget. 

Mr. SMOOT. The corporations get an advantage by this So we can safely reduce the pending bill by $400,000,000 
bill over what they have under existing law of only $8,000,000. without at all impairing the credit of the country or impinging 

l\1r. illRRISON. With the 1 per cent increa e? upon the proposition that the Budget must be balanced. It 
Mr. SMOOT. Yes. will be balanced with a diminution in the revenue of $400,000,-
Mr. HARRISON. The figures of the actuaries do not show 000 below that which was derived by the Government during 

that~ the past fiscal year. 
Mr. SMOOT. The 1 per cent increase less the capital-stock 1\lr. Sll\fMONS. 1\lr. President, may I ask the Senator from 

tax. This shows an advantage to the corporations of the coun- Utah a question? In the statement he made a little while ago 
try of only $8,000,000. of the revenue derived from corporations was he referring 

Mr. HARRISON. I will look back at the speech made by to the revenue derived upon the basis of the 1924 report? · 
the Senator the other day and have some questions to ask, as M.r. SMOOT. Actual receipts for 1925. 
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Mr. SIMMONS. The actual receipts for 1925? 
Mr. SMOOT. Yes. I will give the figures to the Senator as 

I gave them the other day. The actual receipts from indi­
viduals and corporations for 1925 are $1,761,659,049.51. The 
estimates for 1926 under the existing law are $1,880,000,000. 
That shows a difference of $118,340,951. That applies to the 
present law. The estimate of receipts under the bill as it 
passed the House was $1,685,425,000. That shows a loss of 
$76,234,000, according to an estimate of the receipts under the 
bill as it passed the House as compared with the actual receipts 
for 1925. 

Mr. Sil\fMONS. What is the estimate of the receipts under 
the Senate committee bill as to the corporations? 

Mr. SMOOT. A difference of just $8,000,000. 
Mr. HARRISON. Let me see if I understand the Senator. 

What was the amount we received in 1925 from the corpora­
tion taxes? 

Mr. SMOOT. The estimate of the income from corporations 
for 1925 is $800,000,000. 

Mr. HARRISON. What is the estimate for 1926? 
Mr. SMOOT. That is for the business year of 1926. I have 

the income generally for individuals and corporations for 1925. 
Mr. HARRISON. I want the figures on corporations. I can 

understand it better when I get just those figures. I refer 
now to a colloquy which ensued when this matter was up 
before. I said : 

There is a difference between $916,000,000 and $1,040,000,000 this 
year of $124,000,000. In other words, if we eliminate the capital­
stock tax nnd keep 12lh per cent corporation tax as it is to-day, we 
eliminate the increased profits tax on corporations in the country during 
the last year, and we will still have $124,000,000 excess, or approxi­
mately that. 

Those were the figures. Following that the Senator took 
Issue with me i.n some respects, and this is what transpired: 

Mr. HARRISON. I can say to the Senator from Minnesota that in my 
opinion Mr. McCoy is abont the most efficient man in the whole Govern­
ment service. 

Mr. McCoy said further that while we will have $124,000,000 elimi­
nated by the proposition which the Senator from Utah wants to bring 
in, yet, if we increase the corporation tax from 12th per cent to 131h 
per cent, we will have $85,000,000 more. 

Mr. SMOOT. It would be $86,000,000 instead of $85,000,000. 
Mr. HARRISON. In other words, we will have $124,000,000 and 

$86,000,000, or $210,000,000 increase by this corporation tax, and we 
are eliminating $93,000,000 of capital-stock tax. 

Mr. SMOOT. And we are reducing altogether by $350,000,000. 

In other words, what I stated there was accepted as true, 
and the Senator then asserted the other. 

Mr. SMOOT. If the Senator will go further, he will find 
that I called attention to the figures which I have just quoted. 
The estimate under this bill is $1,685,425,000 for all incomes. 
The estimate under the present law was $1,880,000,000. 

Mr. HARRISON. The Senator is talking about personal 
incomes and every other kind of income, a.nd I am trying to 
keep the discussion on corporations. 

Mr. SMOOT. It is $8,000,000; that is all. 
Mr. HARRISON. So the Senator contends that notwith­

standing the apparent prosperity among the corporations, say, 
after the elimination of the capital-stock tax and the i.ncrease 
of the corporation tax from 12% to 13% per cent, we will 
receive only $8,000,000 more the coming year than we received 
last year? 

Mr. SMOOT. That is my opinion, and I do not think that 
is apparent prosperity either. 

Mr. HARRISON. Is that based on the figures of Mr. McCoy? 
Mr. SMOOT. Yes; the figures ·of Mr. McCoy. I have no 

doubt about it, and if Mr. McCoy is here the Senator can go 
apd ask him about it. 

Mr. HARRISON. By the elimination of the capital-stock 
tax--

Mr. SMOOT. Did I say $8,000,000 more? 
Mr. HARRISON. Yes; $8,000,000 more. 
Mr. SMOOT. There will be a saving to the corporations of 

$8,000,000, taking the $1 a thousand off and then adding the 
1 per cent on the profit.s. In the transfer there is an advantage 
to the corporations of $8,000,000. 

Mr. SHEPPARD. And a corresponding loss to the Govern­
ment. 

Mr. SMOOT. 'l'aking off the $1 a thousand on the capital 
stock of corporations, leaves $93,000,000, or in round figures 
$94,000,000, and in round figures the 1 per cent increase on 
$840,000,000, as the Senator can see, is $84,000,000. That is to 
be increased to $86,000,000; and taking that from the 
$94,00,000, makes the $8,000,000 difference.. 

Mr. HARRISON. The Senator is evidently taking into con­
sideration what has transpired in the past, without respect to 
the present condition among corporations. 

Mr. SMOOT. No; I am taking into consideration the esti· 
mate for 1926 given to us by Mr. McCoy. 

Mr. HARRISON. I submit that this stamp tax, which is a 
war tax, as stated by the distinguished Senator from New 
Hampshire, should be repealed. It amounts to something; 
between $8,000,000 and $10,000,000, and I have made it apply· 
to the original issues and not to promiscuous is ues. 

Mr. CAMERON. Mr. President, I do not think the amend­
ment of the Senator from Mississippi goes far enough. I think 
it should go far enough to include the smaller mining com­
panies, and I shall offer an amendment to effect that. 

Mr. SIMMONS. Mr. President, I want to say just a word. 
I agree with the Senator from Mississippi that the income we 
will get from corporations, based on this year's earnings, will 
be from 15 to 20 per cent more than we received last year. 
That will amount to a very considerable increase in the 
revenues of the Government. We ought to take that into con­
sideration in connection with any proposition to reduce the tax 
on corporations. 

In the revenue bill now pending and in every revenue bill 
that we have passed since the war corporations have had a 
raw deal. The tax which we imposed upon them during the 
war was an exceedingly high tax. It was a tax that nobody 
had ever conceived of before that emergency arose. It was 
12% per cent plus a tax upon their capital stock, which made 
it a tax of over 13 per cent upon the corporate earnings. Be­
sides that, of course, at one time they bad the excess-profits 
tax; but we repealed that as to corporations and we repealed 
i~ also as to individuals. That is the only relief the corpora­
tions have ever had, but the individuals participated in the 
same relief. 

When we come to the era of reductions it was supposed that 
in those reductions every class of taxpayers would be given 
some consideration ; that we would not reduce the taxes upon 
one class and fail to reduce them upon another class. But so 
far as corporations are concerned, we have never given them 
any consideration at all. The only two things i.n the whole 
scheme of revenue taxation that we have not given relief are 
the corporations and the tobacco people. Those taxes remain 
practically as they were when we began the general scheme of 
tax reduction. 

In view of the fact that corporation earni.ngs this year are 
likely to be 15 or 20 per cent more than they were in 1925, in 
view of the fact that we have not given them any reduction in 
the bill, or, if any, only $8,000,000, according to the Senator 
from Utah [Mr. S11rooT], it seems to me that we might, as an 
act of charity or mercy, if nothing else, relieve them of this 
little $10,000,000 of tax upon their capital issue. 

Mr. SMOOT. I desire to say that the actuary has taken 
all of those things into consideration with reference to the 
increase in business, and it is just simply questioning the 
wisdom of the actuary to do otherwise. 

Mr. TRilllfELL. Mr. President. will the Senator yield for 
a question as a matter of information? 

Mr. SMOOT. Certainly. 
Mr. TRA1tfMELL. Does the bill remove the revenue-stamp 

provision, which requires stamps to be placed upon deeds and 
documents of that character? 

1\!r. SMOOT. I think that provision went out. It was taken 
out in the House. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Mississippi [Mr. 
HARRISON]. . 

Mr. HARRISON. I ask for the yeas and nays. 
The yea~ and nays were ordered, and the Chief Clerk pro­

ceeded to call the roll. 
Mr. FERRIS (when his name was called). Making the 

same announcement as before, I withhold my vote. 
Mr. FLETCHER (when his name was called). Making t~ 

same announcement as on the previous roll call, I withhold 
my vote. 

Mr. HOWELL (when his name was called). I have a pair 
on this question with the senior Senator from Kenh1cky [Mr. 
ERNST]. That Senator is absent, and I therefore withhold my 
vote. 

Mr. McNARY (when his name was called). Announcing 
my pair as before, I withhold my vote. 

Mr. NEELY (when his name was called). On this question, 
I am paired with the senior Senator from New York [Mr. 
W .ADSWORTH]. If he were present, I understand he would 
vote "nay." If I were at liberty to vote, I would vote "yea." 

Mr. REED of Pennsylvania (when his name was called). I 
have a general pair with the senior Senator from Delaware 
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[1\lr. nu PoNT]. I transfer that pair to the junior Senator 
from Idaho [Mr. GooDING] and vote "nay/' 

'.rhe roll call was concluded. 
Mr. PEPPER. On this question I have a pair with the 

junior Senator from New Mexico [Mr .. BRATTON]. I transfer 
that pair to the junior s ·enator from Minnesota [Mr. SCHALL] 
and vote ''nay." 

1\Ir. BLEASE. I transfer my pair with the junior Senator 
from Missouri [1\Ir. WILLIAMS] to the junio1· Senator from Mis­
sissippi [Mr. STEPHENS] and vote "yea." 

M.r. NORRIS. I desire to announce that both the Senator 
from Iowa [Mr. BROOKHART] and the Senator from California 
[1\Ir. JoHNSON] are unavoidably absent. The Senator from 
Iowa [1\Ir. BROOKHART] is paired with the junior Senator from 
Arkansas [l\Ir. C.ARAWAY]. The Senator from California [1\Ir. 
[JoHNSON] is paired with the senior Senator from Arkansas 
[Mr. ROBINSON]. 

Mr. JONES of Washington. I wish to annolmce that the 
senior Senator from Kansas [Mr. CURTIS] is necessarily absent 
on account of illness. He is paired with the junior Senator 
from Michigan [1\lr. FERRIS]. 

I also wish to announce that the junior Senator from Min­
nesota [l\lr. ScHALL] is absent on account of illness. 

I desire to announce the following general pairs : 
The Senator from Maine [1\Ir. FERNALD] with the Senator 

from New Mexico [Mr. JoNES]; 
The Senator from Colorado [Mr. MEANS] with the Senator 

from Texas [Mr. M~AYFIELD] ; 
The Senator from Connecticut [~Jr. BINGHAM] with the 

Senator from Nevada [Mr. PITTl.-IAN] ; and 
The Senator from Illinois [Mr. McKINLEY] with the Senator 

from Virginia [Mr. SwANSON]. 
The result was announced-yeas 31, nays 32, as follows: 

Ashurst 
Blease 
B1·oussard 
Cameron 
Copeland 
Dill 
Edwards 
li'razier 

Butler 
Capper 
Couzens 
Cbmmins 
Deneen 
Edge 
Fe s 
Gillett 

George 
Gerry 
Harris 
Harrison 
Heflin 
Kina 
La Follette 
Leriroot 

YEAS-31 
McKellar 
McMaster 
Moses 
Norbeck 
Norris 
Nye 
Oddie 
Overman 

NAY8-32 
Glass Metcalf 
Goff Pepper 
Hale 1-'hipps 
Harreld . l'ine 
Jones. Wash. Reed, Mo. 
Kendrick Reed, Pa 
Keyes Robinson, Ind. 
McLean Sackett 

NOT VOTING-33 
Bayard du Pont Jones, N.Mex. 
Bingham Ernst McKinley 
Borah Fernald McNary 
Bratton Ferris Mayfield 
Brookhart Fletcher Means 
Bruce Gooding Neely 
Caraway Greene Pittman 
Curtis Howell Robinson, Ark. 
Uale Johnson Scball 

So Mr. HARRISON's amendment was rejected. 

Ransdell 
Shipstead 
Simmons 
Smith 
Tyson 
Walsh 
Wheeler 

Sheppard 
Shortridge 
Smoot 
Trammell 
Warren 
Watson 
Weller 
Willis 

Stanfield 
Stephens 
Swanson 
Underwood 
Wadsworth 
Williams 

Mr. SHIPSTEAD. I send to the desk an amendment whlch 
I ask may be read. 

The VICE PRESIDENT. The amendment will be read. 
The CHIEF CLERK.. Insert at the proper place in the bill 

the following : 
Pro1:idecl, hotoever, That the homestead of an individual shall be 

exempt from distraint and sale for internal-revenue taxes heretofore 
or hereafter assessed to the same extent that such homestead is 
exempt under the laws of the State where the same is situated. 

SEC. 2. That the personal property of an individual exempt from 
sale under execution under a State law shall alS<> be exempt from dis­
traint and sale for internal-revenue taxes heretofore or hereafter 
assessed ; the place of residence of the taxpayer at the time of assess­
ment shall determine the State law Ullder which such exemption may 
be claimed. 

On page 272, line 16, strike out the words, "without change." 

:Mr. SMOOT. Is the Senator going to explain the amend­
ment? 

Mr. SHIPSTEAD. Yes. I send to the desk a letter which 
I ask to have read, and which I think will explain the amend­
ment satisfactorily to the Senate. 

The VICE PRESIDENT. The Secretary will read as re­
Quested. 

The Chief Clerk I'ead as follows : 
DtiLUTH, MIXx., December f11 1923. 

lion. flENRJK SHIPSTE.AD, 

United States Senate, Washington, D. 0. 
MY DEAR MR. SHIPSTEAD: The Income Tax Department has ruled 

that the rights of a delinquent taxpayer in homestead property are sub-

ject to distraint and sale to satisfy Federal income taxes. You will 
find this ruling on page 172 of the Internal Revenue Bulletin II-1. 

It is certainly unjust to the small-tax payer, who ca.- not afrord to 
fight through the Federal courts to test the above rule, to lose his 
homestead because he made a mistake in an income-tax retm·n and has 
not sufficient money to make good. 

I have such a case before me, and my client is in danger of losing 
his homestead because in his 1918 return he made an error and bas 
since lost his money, so that he can not pay the additional tax found 
to be due. You doubtless see the injustice of such a ruling. 

I have written similar letters to Senator JOHNSON and Congressman 
LA:RSEN. 

With kindest rega1·ds, I remain, 
Very truly, yours, 

J. J. ROBINSON. 

1\lr. SHIPSTEAD. :Mr. President, the Senator from North 
Carolina [Mr. SIMMONS], before we voted on the last ameild­
ment, made a plea for mercy to the corporations. Thi is an 
attempt to take care of an individual or individuals who have 
no income at all. It is to protect a man's homestead from 
being confiscated for a debt to the Government. The amend­
ment provides that the Federal Government shall exempt his 
homestead from debt in the same amount that the State law, 
wherever the individual may reside, exempts his home from 
being confiscated for debt. 

Mr. KING. Mr. President, will the Senator from l\Iinnesota 
permit an inquiry? 

:\Ir SHIPSTEAD. Yes. 
Mr. KING. Does the State law of Minnesota exempt the 

homestead of any person from levies to pay the taxes imposed 
by the Stat~ of Minnesota? Is not the homestead liable for 
sale to pay taxes against it? 

Mr. SHIPSTEAD. Yes; for a direct tax against the prop­
erty ; but the State cf Minnesota does not permit the levying 
of an attachment upon a homestead for any other kind of a 
debt. 

The YICE PRESIDENT. The question is on agreeing to the 
amendment offered by the Senator from Minnesota. 

Mr. SHIPSTEAD. I ask for the yeas and nays. 
The yeas and nays were ordered, and the Chief Clerk pro­

ceeded to call the roll. 
Mr. FERRIS (when his name was called). I have a pair 

with the Senator from Kansas [Mr. CURTIS] and therefore 
withhold my vote. 

1\Jr. FLETCHER (when his name was called). Making the 
same announcement as to my pair as before, I withhold my 
vote. 

Mr. HOWELL (when hi" name was called). I have a pair 
with the , enior Senator from Kentucky [Mr. ERNST] and there­
fore withhold my vote. If I were allowed to vote, I should 
vote "yea." 

1\Ir. McLEAN (when his name was called). I have a pair 
with the junior Senator from Virginia [Mr. GLAss]. In his 
ab.,ence, I withhold my vote. 

While on my feet, I desire to announce that my colleague, 
the junior Senator from Connecticut [Mr. Br~GH.AM:], is un­
avoidably detained from the Chamber. I desire that this 
announcement shall stand for the day. 

Mr. PEPPER (when his name was called). ~laking the 
same announcement as before with respect to my pair and its 
transfer, I vote "nay." 

Mr. REED of Pennsylvania (when his name was called). 
Making the same announcement as before relative to my pair 
and its transfer, I vote "nay." 

The roll call...was concluded. 
l\lr. JONES of Washington. I desire to announce .the fol­

lowing pairs : 
The junior Senator from Iowa [l\fr. BROOKHART] with tlla 

junior Senator from Arkansas [Mr. CARAWAY]; 
The senior Senator from California [Mr. JoHNSON] with the 

senior Senator from Arkansas [Mr. RoBINSON]; 
The senior Senator from New York [Mr. W .ADSWORTH] with 

the Senator from West Virginia [Mr. NEELY]; 
The Senator from Maine [Mr. FERNALD] with the Senatvr 

from New Mexico [Mr. JoNES]; 
The Senator from Colorado [l\lr. MEANS] with the Senator 

from Texas [Mr. M.AYFIELD]; 
The Senator from Connecticut [Mr. BINGHAM] with the Sen· 

ator from Nevada~ [Mr. PITTMAN]; and 
The Senator from Illinois [Mr. Mc~Y] with the Senator 

from Virginia [Mr. SWANSON). 
I also de·sire to announce that the senior Senator from Kan· 

sas [Mr. CURTIS] and the junior Senator from Minnesota 
[Mr. ScHALL] are detained from the Senate on account of 
illness. 



3872 CONGRESSIONAL RECORD-SEN ATE FEBRUARY 12 
Mr. SIMMONS ·(after having voted in the negative). I 

have a general pair with the Senator from Oklahoma [Mr. 
HARRELD], who is absent. I transfer that pair to the Senator 
from Alabama [Mr. UNDERWOOD], and will let my vote stand. 

Mr. BLEA.SE. I have a general pair with the Senator from 
Missouri [Mr. WILLIAMS]. I understand that if present he 
would vote the same as I intend to vote on this question, and 
so I am at liberty to vote. I vote " yea." 

The result was announced-yeas 24, nays 28, as follows: 

.Ashurst 
Blea e 
Broussard 
Caml'ron 
Capper 
Copeland 

Butler 
Deneen 
Edge 
Fess 
Gillett 
Goff 
Hale 

YEAS-24 
Couzens La Follette 
Edwards .lUcKellar 
Frazier 1\IcMaster 
Gerry Norbeck 
Harris Norris 
Jones, Wash. Nye 

Keyes 
King 
Metcalt 
Moses 
Oddie 
Pepper 
rhipps 

NAYS-28 
Pine 
Ransdell 
Reed, Pa. 
Robinson, Ind. 
Sackett 
Shortridge 
Simmons 

NOT VOTING-44 

Overman 
Sheppard 
Shipstead 
Walsh 
Weller 
Wheeler 

Smit!l 
Smoot 
'l' rammell 
Tyson 
Warren 
Watson 
Willis 

I shall very greatly appreciate it if you will read this letter into 
the RECORD. 

With high consideration and best wishes, I am, 
Sincerely yours, 

I. M. MEEKINS, 
United States D£8tt'ict Judge, 

Elastent Di strict of North OarolinG.. 

:Mr. NORRIS obtained the floor. 
Mr. SIMMONS. M:r. Pre ·ident--
The PRESIDENT pro tempore. Does the Senator from 

Nebraska yield to the Senator from North Carolina? 
.Mr. NORRIS. I do. 
Mr. SIMl\lONS. I was not in the Chamber last Monday 

when the Senator from Nebraska read the article referred to 
in Judge Meekins's letter. I differ in politics from Judge 
1\Ieekins, but he has been a prominent man both in his profes­
sion and as a political leader in my State for many years. 
He is an able and gifted man. In 1924 he was the candidate 
of the Republican Party for Governor of North Carolina. He 
made an extensive campaign throughout the State. I have 
never heard, in connection with llis political career or his pro~ 
fessional career, anything that was derogatory to his character. 
He has always maintained in North Carolina a very high char­
acter. \Vhen his nomination was presented to the Senate I 

~fl~~m ~~!~nt ~~~:u ~ft~~an heartily acquiesced in his confirmation. Since he has been 
Borah Fernald Johnson need, Mo. upon the United States district bench in North Carolina my 
Bratton Ferris Jones, N. Mer. Robinson, Ark. information, gathered from various members of the bar with 
.~~~~!hart ~!!t;:;1• t:~:~~~k ~~:~eld whom I have talked, not only tho e of his own party but also 
Caraway Glass McKinley Stephens those of the opposing political party, is that Judge Meekins 
Cummins Gooding McLean Swanson has given very great satisfaction as a judge. 
g~f!18 a~~~id M~~~:rd ~~~~X:o~~~ I desired at tpis timE> to say this in his behalf. 
Dill llarrison Means Williams Mr. OVERMAN subsequently said: l\fr. President, for fear 

So l\1r. SHIPSTEAD's amendment was rejected. that my silence might be misunderstood, I desire to say that 
Mr. NORRIS. 1'.1r. President, the other day in discussing a I indorse in the main what my colleague [Mr. SIMMONS] said 

in regard to Judge Meekins. I desire to say that Judge 
motion which was then pending before the Senate, I read sev- Meekins's name was before the Committee on the Judiciary, 
eral extracts from an affidavit by Mr. Hickey, an attorney of which I am a member, and rarely have there been more 
here in Washington. In the affidavit was a statement in 
I'egard to Mr. 1\Ieekins· being an attorney for the Alien Prop- and better indorsements made of any man, both by Republicans 

and Democrats, and especially by the lawyers of North Car­
erty Custodian and at the same time an attorney for a chemi- olina. The committee reported favorably on his nomination, 
cal company. In the letter which I am going to ask the Secre-- and I voted cheerfully for his confirmation. There was no 
tary to read the statement is made that I made the statement. objection and no protest at .an filed against him. I am glad to 
Of course, I claim no knowledge of it. I read from the a:ffi.· say this in his behalf. 
davit. I have a le~ter ~om. Judge Me~ins wh~ch is self- Mr. NORRIS. Mr. President, I was very glad to yield to 
explanatory, and which, m faiTness to hlm, I desue to have the Senator from North Carolina [Mr. SIMMONS] for the pUT­
read at the desk. . pose of making this statement. As I stated before, I had no 

'l'he VICE PRESIDENT. The Secretary Will read as re~ personal knowledge of the matter, but read the a:ffi.d~vit of a 
quested. ! former employee of the bureau. I judge from Judge Meekins's 

'l'he Chief Clerk read as follows: letter that Mr. Hickey, who made the affidavit, was mistaken 
WASHINGTON, D. c., Feb1·uar11 12, 19!6. as to the dates, and it perhaps resulted in nn injustice to .Judge 

Hon. GEORGm W. NORRIS, 
Unitea States Senate, Washington, D. 0. 

MY DE.AR SEXATOR NORRIS: I am passing through Wa hington on my 
way home from New York, where I have been holding the Federal 
court there. My attention has been called to your speech in the 
Senate on Monday, February 8, 1926, in which you were under the 
impression-and so stated on the floor of the Senate-that while I 
was general counsel of the Alien Property Custodian I accepted em· 
ployment from clients who had tax matters pending l>efore the Bureau 
of Internal Re-.enue, and that therefore I was practicing before the 
departments while an officer of the Go-.ernment. This is in substance 
your remarks on the occasion mentioned. 

I can not fail to believe that you are fair and would not wish to 
Intentionally do anyone an injustice. Your remarks on tbe occasion 
mentioned have formed tile basis of a very scathing editorial in one or 
the North Carolina papers concerning me, and, bei.rJg United States 
judge of the eastern district of North Carolina, it does not appear to 
me to be seemly to engage in a newspaper controversy, and I therefore 
appral to you with the request that you read this letter into the 
R~<:couo of the Senate. 

I was not general counsel of the Alien Property Custodian at the 
time I repre ented the taxpayer before the Bureau of Internal Revenue. 
I qualified as general counsel of the Alien Property Cwtodian in April, 
1921, and resigned my position on December 31, 1921-and my resig­
nation is on file at the department-serving some eight or nine months. 
.After I resigned I went to New York, and some time after I had been 
in New York I wns employed by the firm of Gift'ord, Hobbs & Beard, 
attorneys at law, 60 Broadway, and Lawt·ence A. Baker, attorney at 
law, Washington, D. C., to appear with them in the Roessler & Hass­
lacher Chemical Co. (New York) tax matter of a consolidated return 
filed hy that company with the nureau of Internal Revenue. 

You will see, therefore, that the statement that I was general 
counsel of the Alien Property Custodian at the time I had the private 
em.ployment is a mistake. 

Meekins. I assure the S~nate that if an injustice has been 
done I am very glad, indeed, to rectify it by giving as full pub­
licity as I can to the letter. 

Now, Mr. President, I send to the de ·k an amendment, which 
I ask to have read. I desire briefly to explain it, and then I 
shall be ready to have a vote taken. 

The PRESIDENT pro tempore. The amendment will be 
stated. 

The CHIEF CLERK. On page 302, line 24, after the word 
"return," it is proposed to strike out the semicolon and to add: 
except in protesting to Congress against violations of law or estab­
lished departmental procedure. 

1\Ir. NORRIS. Mr. President, if Senators will give me their 
attention, I can very easily explain the real purpose or this 
amendment. 

It amends the bill where it makes it unlawful for anyone 
connected with the department to give out any information 
with regard to these returns. It therefore amends the law 
providing for secrecy, and makes an exception, as the amend­
ment just read clearly shows, and gives to any employee of the 
bureau the right to make a protest to Members of Congress. 
That is the substance of it. 

Personally, I have, as all Senators know, favored full pub­
licity of income-tax returns ; and we debated that matter for 
several days. The amendment I offered was defeated, and 
secrecy remains, and the law provides a penalty for any em­
ployee who gives out information. He is not allowed even to 
give information to Members of Congress, or to make .a protest 
if be thinks a protest ought to be made. 

I wish to say to the Senate that this amendment was not 
prepared by me. It was prepared by employees of the In­
ternal Revenue Bureau, and was sent to me with a request 
that I offer it as an amendment. Men employed there have 
become so much interested in the matter, and have been so 
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much attracted by the debate that is going on here, that they 

· felt It their duty to send up this memorandum and .see whether 
Congress would not approve it, thus giving them the right to 
speak. · 

Their Ups at present ·are closed. No one realizes that more 
fully than I have ~hen I have been trying to talk with them 
and get evidence. I have talked with some of them, but with 
the e:xception of one I have not been able to find anyone who 
is willing that his name should be used; and I did not want to 
use information that dld not come from a source where I 
could use the name. With the e:x:ception of the affidavit of Mr. 
Hickey, I have not used names; but I have been told various 
things, sometimes directly and sometimes by word that has 
been sent to me, of secret h·ansactions that are going on, the 
nature of which is something like what has been disclosed by 
the so-called Couzens committee in their investigations. 

I know one man, for instance, who is now out of· the service 
and is practicing before the Internal ReYenne Bureau, who 
has made definite statements of his own experience, and who 
probably would tell anyone confidentially now what he thinks. 
He is out of the service, and left principally for the reason 
that he could not stand being there and keeping his mouth 
closed as to what was going on around him; but he is prac­
ticing before that department. He would be unwilling to 
testify, and was unwilling that I should use his name, or 
quote any statement that ·he had ·made. 

Mr. President, eYen though the Senate has decided by quite 
a large majority that we ar~ going to maintain secrecy there, 
I ran not see why we shoulc carry it so far that employees of 
that bureau, even though they should see all kinds of irregu­
larities going on, can not even come and tell a Member of the 
Senate of the United States without subjecting themselves to 
criminal prosecution. 

It seems to me that this amendment ought to be agreed to. 
Mr. REED of Pennsylvania. Mr. President, I simply desire 

to call the attention of the Senate to the fact that the joint 
congressional committee which has already been authorized 
by the action of the Senate in approving the provisions on 
page 330 has power to investigate any and every return, to go 
into every audit and paper 1n the bureau, to question any em­
ployee, to get any information it pleases; and that joint con­
gressional committee is required to be constituted of Senators 
and Representatives of different partie . It will have all the 
power that the so-called Couzens committee bad, and if it 
does not do its duty the Senate or the House of Representatives 
can call it to account; and if it does do its duty, there is no 
necessity for the amendment now proposed. 

MI·. COUZENS. Mr. President, I should like to ask the 
Senator, before he takes his seat, if he construes section 1203 
as giving authority to any employee to report to members of 
that committee these cases to which the Senator from Nebraska 
refers? 

Mr. REED of Pennsylvania. I should suppose there was no 
doubt but that any employee could go to any member of that 
committee and say, "There is an irregularity in such a case 
for such a year." That committee would p·romptly send for 
the whole record, or, better than that, send its own officers and 
inspectors into the bureau. 

Mr. COUZENS. Would the Senator be willing to amend sec~ 
tion 1203 so as to give the employees permission to report to 
this committee? 

1\fr. REED of Pennsylvania. I do not think it is necessary. 
Mr. COUZENS. I thought perhaps that would satisfy the 

Senator from Nebraska and obviate the necessity of offering 
the amendment to which he refers. 

Mr. REED of Pennsylvania. W'l1at we want to get away 
from, of course, is the idea that all the employees of the 
bureau can come up here in secrecy ana tell tales to us, any 
committee of us, and work out their spite against their superiors. 
w·e all know how much danger there is of that. We all know 
how employees from every department of the Government try 
to get even by running up here to the Senate. A lot of the 
cards that come in to us from the lobby come from just such 
people, and we are on our guard against them. Somehow the 
case seems worse when a fraud on the Government is hinted 
at, and we go after it with redoubled fervor. 

We do not want to start a system of talebearing that will 
merely work out private grudges. We have given the com­
mittee ample power. It is clearly within any employee's right 
to say, "There is an irregularity in such and such a case." 
It ought not to be within his right to come up here and pour 
out all the secrets of his bureau merely because the man to 
whom he is talking is a member of the committee. 

Mr. COUZENS. Mr. Pre iderit, if section 1203 permitted 
these employees to report these cases to the committee-! do 

not care whether it is reduce<l to writing or not; I think per­
haps that is better-that would cover the matte.r. One of the 
difficulties we experienced was that the employees, undrr the 
penalties referred to by the Senator from Nebraska, were 
afraid: and it would have been a very much easier matter for 
us to have proceeded, we could have saved many thousands of 
dollars, and we would have made better progress and would 
have done a better job if the employees had felt free to report 
these cases to us. Onr experience was that some of them did, 
and some of them were punished by being discharged ; others 
gaye us anonymous notes; others stopped our employees in the 
hall and whispered in their ears ; others dropped notes on the 
desks of our staff which enabled us to have a clue as to where 
to go for our information. 

I do not like that sort of thing. It seems to me that a pro­
"\ision could be written into section 1203 to cover the very 
point the Senator from Nebraska Jrulkes, that any employee 
within the department has a right in writing to serve notice 
on this committee of what constitutes or what he thinks to 
be an irregularity. It eems to me that would simplif-y the 
matter, and it would stop all that the Senator from Penn· 
sylvania is talking about, with which I am in entire sympa~ 
thy, and yet would not block the committee in getting things 
that it really ought to have. 

Mr. NORRIS. Mr. President, the Senator from Pennsyl~ 
vania says that the committee provided for in the bill now 
pencling before us, the joint committee of Senators and !lep­
resentatives, will be sufficient to correct any evils of this kind 
that may have existed in the past. Of course, all of the evils 
that I am trying to correct are the evils of secrecy, the evils 
of secret gon~rnment. No matter what may be going on it is 
the duty of every employee to keep still, and he violates the 
law and becomes a criminal when he tells about it. 

It is true that in this bill provision is made for a standing 
committee. As a matter of fact it will be composed of men 
who are, I think, entirely without exception opposed to pub­
licity of any of the doings down there in the bureau. This 
bill provides that where they get any information of any kind, 
or consider anything, it must be considered in executive ses­
sion. In other words, the committee itself is shrouded with a 
cloak of secrecy as to all the investigations it may rna ':e, and 
will not be allowed to disclose what it finds, no matter what 
it may be. So the secrecy is still there; and, knowing that 
the members of the committee are opposed to publicity of any­
thing that is going on down there in the bureau, I doubt very 
much whether an employee would feel inclined to go to that 
kind of a committee and open his heart and tell it something 
that he claims to be wrong, irregular, or even criminal. He 
would rather go to his Senator or his Representative, with 
whom he was perhaps personally acquainted, or with whom 
he could talk confidentially without being frightened and with­
out any fear of lo. ing his position if this amendment should 
be agreed to. He would not be in that situation if it should 
not be agreed to. 

I sympathize with what the Senator from Pennsylvania has 
said, that we would open ourselves to being discommoded some~ 
times by some one having a personal grudge to injure some­
body else-his superior, the Senator says. That is true of 
every other department, every other bureau ·of the Government 
now, and often that occurs. A Senator soon finds out, when he 
ha& had any experience, when he is dealing with that kind of 
a case. Before he talkg five minutes, before he talks two 
minutes with some one coming and making a complaint, he 
has a pretty good idea, practically at once, whether the person 
is moved by some motive of spite or grudge, or whether he has 
a real complaint. 

That does annoy us sometimes, and yet are we willing to 
clothe the balance of the Go\ernment in secrecy, in order to 
prevent Senators from occasionally being annoyed by some one 
who has a personal grudge? I do not know how to let the real, 
patriotic employee, who desires to disclose something wrong 
in a bureau to a Member of the legislative body, do it, unless 
we may permit also the man who may have a grudge. It is 
an annoyance that comes to us from our office. If we think 
it is too great, there will be no difficulty, if we resign and go 
home, in finding somebody willing to take our places and bear 
that burden. It is an inconvenience sometimes, but I do not 
know of any way to avoid it, and why should we make an 
exception? Why should we say that shall apply to the War 
Department, to the Post Office Department, to all other bureaus, 
but shall not apply to the Bureau o{ Internal Revenue? It 
will not be any worse in one place than in another, and if 
we are going to keep such things seeret in the Bureau of 
Internal Revenue, and make it criminal for anyone to come 
to a Member of the Senate and tell him of something wrong 
there, then, if we are consistent, we will extend that cloak of 
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secrecy to take In the entire Government ·service, so that any 
employee, when he sees a Senator, will have to get on the. other 
side of the street for fear it might be said he was trymg to 
tell the Senator something wrong, and therefore lay himself 
open, not only to punishment for committing a criminal act, 
but run a chance of losing his position. 

I am just as anxious as everybody to hurry this along, and 
I shall not call for a yea-and-nay vote, but I want a division. 
If Senators are ready, I am willing, 1f nobody else cares to 
have a yea-and-nay vote, to have a division on this. 

Mr. SIMUONS. Mr. President, docs the Senator think his 
exception here would permit a m9.n to have interviews with 
Members of Congress, or does he think it would be confined 
to petitions to Congress? It reads, "Except in protesting to 
Congress against violations of law." ·would that apply when 
a man tiles a petition in the nature of a protest, or would it 
mean that be might go and single out a Congressman and tell 
him about the violation in private? 

Mr. NORRIS. The suggestion is just made to me that 
probably it ought to be amended so that it would read like this: 

Except in protesting to Members of Congress. 

·while I did not draw this, I have talked with those who 
did. 

The PRESIDENT pro tempore. Is the Senator seeking to 
modify his amendment? 

Mr. NORRIS. In just a moment. My idea in using the 
word "protest" was to get away from the very idea which 
the Senator from Pennsylvania has proposed. I will modify it 
so that it will read "protesting to Congress or Members of 
Congress." 

1\fr. EDGE. Let the amendment be stated as modified. 
The PRESIDENT pro tempore. The amendment will be 

reported by the clerk for the information of the Senate. 
The CHIEF CLERK. On page 302, line 24, after the word 

" return," insert " except protesting to Congress or to Mem­
bers of Congress against violations of law or established d~­
partmental procedure." 

The PRESIDENT pro tempore. The question is upon agree­
ing to the amendment proposed by the Senator from Nebraska 
as modified, and on this question a divis.ion has been asked. 

On a division, the amendment was reJected. 
Mr. CAMERON. Mr. President, I offer the following amend-

ment. 
The· PRESIDENT pro tempore. The clerk will report the 

amendment. 
The CHIEF CLERK. On page 254, beginning with line 11, to 

strike out down through line 8, on page 256 ; in other words, on 
page 254, under the subtitle "capital stock," strike out lines 
11 to 25, both inclusive, all of page 255, and down to and 
including line 8 on page 256. 

l\1r. CAMERON. Mr. President, small mine operators in the 
western metal-mining Stat~s ba-re found the stamp tax to be 
unju <t and oppressive, particularly in the case of small com­
panies organized for the purpose of securing capital for pioneer 
development and the creation of new enterprises out of promis­
ing prospects. As the result of the discussions concerning 
this matter at the twenty-~eventh annual convention of the 
American Mining Congress, held at Sacramento, Calif .. Septem­
ber 29 to October 4, 1924, the following resolution, urging 
repeal of this tax, was approved by the fourth annual confer­
ence on mine taxation and unanimously adopted by the dele­
gates assembled in the convention: 

Whereas the stamp tax on stock or any par value is now computed 
on such pnr value, and is therefore the same on the speculative shares 
of a development company as on the shares of the richest corporation 
whose surplus may be several times its capital, while as to no par 
value shares the stamp tax is coiQputed on the actual value, but is so 
adjusted as to be grossly unfair and oppressive on no par value shares 
of small actual value which in some cases are thus taxed one hundred 
times as much for transfer as par >alue shares worth many times their 
par value; and 

Whereas·the stamp tax is a special tribute exacted from stockholders 
of corporations, justified only by the existence at the time of similar 
taxl's, wllich were repealed at the last session of Congress, and the 
stamp tax should also be repealed: It is therefore 

Resolved, That the law fixing a stamp tax on stock certificates should 
be immediately repealed. 

The foregoing resolution clearly defines the issue. It is be­
coming more and more difficult for the small prospector and 
mine owner to obtain capital with which to carry on the ex­
plorn.tiou and development work that in the past has been 
responsible for the growth and maintenance of the several 

branches of the American mining indm~try. The opportunities 
for obtaining capital with which to pioneer in an undeveloped 
or unproven area through the usual methods and channels of 

· finance are necessarily limited, and only by securing needed 
capital in small amounts :from persons who were willing to 
:;;peculate has it been pos!"'ible for the pioneers of the mining 
industry to- create independent enterprises and avoid bowing 
to monopoly. 

The manner in which small mining enterprises are in effect 
penalized by the stamp tax is ably illustrated in tlle following 
statement of Mr. l\1. D. Leehey, of Seattle. Wasl1.. made at the 
twenty-seventh annual convention of the .American 1\Iining 
Congress. He said : 

The stamp ta.x on stock certificates is stlll in force, although it h .. ~ 
been repealed as to bank drafts, notes, telegrams, beverages, etc. And 
that stamp tax Is just the . ame on the speculative par value shares 
ot the small mining company as on shares of the richest bank in 
America. I now refer to shares having par value, but the stamp tax 
is still more oppi·essive on no-pur value shares under the ruling of the 
Internal Re-venue Bureau. That ruling makes the issuance tax on no­
par value shares of the actual value of $1 just twenty times as murh, 
and the transfer tax just one hundred times as much as on the pa.r 
value shares of the Ford Motor Co. or the Cnite-d State Steel Corpo­
ration. For instance, the stamp tax on an issue of 100,000 sbarl'S of 
the pur valuP of $100,000 is $50, regardless of the actual value which 
may be a million, while that tax on an issue of 100,000 no-par value 
sl.:!ares of tlle actual nlne of $100,000 is $1,000. The stamp tax on the 
transfer of that same $100,000 par-value shares is $20, and on 100,000 
no-par value shares of the actual value of $1 each, as repre ented by 
the selling price, it is $2.000, or one hundred times larger. 

We all know that a development company must issue small shares, 
because it must attract capital on the hope of an increased value in ita 
shares aiter a few years, rather than the promise of prompt dividends. 
It is grossly unjust, therefore, to compel a mine development company 
to pay tlle same stamp tax on its small shares of speculative value as 
paid by the richest corporation in the Unit~d States, whose surplus 
is many times its capital. 

I hope this amendment will be agreed to. 
Mr. REED of Pennsylvania. .Mr. President, the amendment 

which the Senator bas proposed would cut out the transfer tax 
on shares of stock. The letter he has just read seems to relate 
to the 5 cents a hundred tax on the original issue of stock, 
which is a totally different tax from that to which his amendment 
is directed. The letter refers to the tax which the Senator from 
Mississippi [Mr. HARRISON] tried to have stricken out of the bill. 

1\Ir. CAliEROX. I think the Senator is mistaken. 1\iy 
amendment refers to the second paragraph on the page. 

Mr. REED of Pennsylvania. I ask to have the amendment 
stated. 

r.rhe PRESIDEXT pro tempore. The amendment will be 
reported for the infurrna tion of the Senate. 

The CHIEF CLERK. The amendment proposes to strike out on 
page 2.-14, lines 11 to 25, both inclusive, all of page 2:;5, and lines 
1 to 8, both inclusive, on page 25G. 

Mr. REED of Pennsylvania. As I under tood the letter, it 
reiated to the original issue of stock, on which the tax is 5 
cents per hundred, and that the Senator will find provided for 
on page 253, in line 22. 

Mr. C.t:UIEJRON. That is the provision to which the amend­
ment offered by the Senator from Mississippi [:Mr. HARRISON] 

related. 
Mr. REED of Penn;oyl vania. Exactly. 
Mr. CAMERON. This refers to a different matter. 
Mr. REED c.f Pennsylvania. If the Senator is right, and if 

his amendment is as he wishes it to be, it means a loss to the 
United States of $12,800,000 a year; and in the list by States 
showing the collections of that tax, the report of the Commis­
sioner of Internal Revenue shows nothing whatever comlng 
from the State of Arizona. I do not believe that can be the 
tax ahout which the Senator is talking. 

Mr. CAMERON. The Senator is · evidently looking in the 
wrong column in the report of the Oommis ioner of Internal 
Revenue, which he holds in his hand. It is true that Arizona, 
.Arkansas, and other States and districts do not show any re­
turns in the column at which the Senator is looking. The rea­
son for that is that the column relates wholly to transfers on 
stock exchanges or similar places and there are no such ex­
changes in .Al'izona and other States and districts showing 
blank in that column. In Arizona and other States and dis­
tricts, which show blank in the column I refer to, capital stock 
transfers of domestic corporations are reflected in the two col­
umns just preceding the one at which the Senator is lookin<>'. 
I do not blame the Senator for being mistaken, as the beadiug 
of the column at which he is looking is misleading. 
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The PRESIDENT pro tempore. The question is on agree­

ing to the amendment offered by the Senator from Arizona. 
rrhe amendment was rejected. 
Mr. JONES of Washington. I simply desire to give notice 

that w~en the bill gets into the Senate I shall ask for a sepa­
rate vote on an amendment which I understand appears after 
line 10 on page 334 of the bill. The amendment reads as fol­
lows: 

SEC. -. The computation of invested capital for any taxable year 
under the revenue act of 1017, the revenue act of 1918, and the reve­
nue act of 1921, in the case of a taxpayer whose books of account were 
kept on the accrual basis, shall be considered as having been correctly 
made, so far as relating to the inclusion in invested capital for such 
year of income, war-profits, or excess-profits taxes for the preceding 
year, if made in accordance with the regulations in force in respect of 
such ta..'{able year applicable to the relationship between invested capital 
of one year and taxes for the preceding year. 

I shall ask for a separate vote on the amendment and shall 
offe1· a substitute in the nature of a general provision. 

Mr. WILLIS. Mr. President, I offer the amendment which I 
send to the desk. 

The PRESIDENT pro tempore. The amendment will be 
stated. 

The PRINOIP .AL CLERK. On page 69, after line 2, insert the 
following as an additional subsection to section 219 : 

(i) In determining the individual · income-tax liability of the donor 
or donors of a revocable trust there -shall be permitted as a deduction 
for the years 1919 to 1923, inclusive, losses affecting the corpus of the 
trust, to the extent that such losses for such years exceed gains and 
other_ income taxable to the trust as a separate entity, and any taxes 
assessed against such donor or donors by reason of the exclusion of 
such losses as a deduction, shall be abated, credited, or refunded, sub­
ject to the statutory period of limitations applicable thereto. 

Such losses and gains shall be computed and determined as though 
the property deposited in trust had been at all times theretofore owned 
by the donor or donors. 

The benefits of this section Rhall be extended only to such donors 
who affirmatively agree to permit assessment of tax against them indi­
vidually upon income from the excess of capital gains over capital 
Io ses of such trusts, similarly computed, for all such years 1919 to 
1923, inclusive, regardless of the period of limitations otherwise pro­
vided by law for the assessment and collection of taxes. 

Mr. SMOOT. Mr. President, I see no reason why the amend­
ment should not be agreed to. 

1\Ir. WILLIS. I am perfectly agreeable if the Senator is 
willing to accept it. This is an amendment I have discussed 
with the Senator from Utah and with members of the com­
mittee, as well as with several other members of the Senate. 

Mr. COUZENS. I would be glad if the Senator would 
briefly explain his amendment. 

Mr. WILLIS. I think I can explain it very briefly. The 
Senator understands and of course every Senator understands 
what is a trust, and what is a revocable trust, and consequently 
what a living revocable trust would be. It is a trust that can 
be revoked at any time. The profits of it come back to the 
donor. 

These so-~alled living, trusts are little more than agencies, en­
tirely revocable in whole or in part, and primarily suited for 
the convenience of the taxpayer in handling property deposited 
with a so-called trustee during his lifetime. The trustee is 
usually a bank or a trust company. Up until April of 1923 the 
department had always ruled and held that the income of a 
revocable trust should be included in the gross income of the 
grantor and that such a trust, being revocable, should be dis­
regarded for income-tax pui·poses. It was recognized that such 
was a fair way of handling the situation, and taxpayers re­
turned all income, gains, and losses fi·om or relating to property 
so deposited as though no trust existed. In the years 1919 to 
1923, inclusive, losses were usually more prevalent than gains, 
and losses were sustained from the sale of securities so de­
posited. Those losses were included and deducted in the indi­
vidual tax returns of the taxpayers who created these trusts. 

In 1923 the department ruled that revocable trusts were to 
be taxed the same as irrevocable trusts and accordingly held 
that the trustee should be considered as a separate taxable 
person. The result was that, when net capital losses (i. e., in 
cases where the capital losses exceeded the gains) were sus­
tained upon the disposition of securities held in trust, thrue 
losses were not permitted as deductions in the individual re­
turns of the taxpayers who created these trusts. At the same 
time the taxpayers were required to include ordinary trust 
income in th~ir returns, such as dividends, rents, and interest 
that was otherwise distributable from the trust, without any 
deduction whatever for the capital losses. 

This of itself is an injustice, but the full effect of the hard­
ship can best be understood when it is considered that, bad 
not the taxpayers relied upon the ruling of the department, 
they could quite easily have revoked these securities, which 
they desired to sell, and could have taken the losses themselves 
without question. However, relying upon the rulings of the 
department, as they had a right to do, they did not take such 
action, and they have been subjected to the injustice occasioned 
by the retroactive application of the rule adopted by the de­
partment in the year 1923. 

It was tbe policy of the department, as it Is :J.OW the law, 
that a revocable trust should be treated for income-tax purposes 
just as if no trust e:risted ; that is to say, the person who 
made the trust should account for the income in his · income­
tax return. That was the ruling of the department f Jr a num4 

ber of years, and it is now a provision of the law. However, 
in 1923 the Bureau of Internal Revenue reversed its ruling and 
provided in an order tt.en issued that this was to be treated as 
an irrevocable trust. 

The result is that in cases where a net capital loss is sus­
tt.ined, namely, where losses from sales of property exceed the 
gains, the trustee, considered as a sepante taxable person, has 
n loss which no one can deduct. On the other hand, the 
creator must pa:-- income taxes on the ordinary distributable 
income of the trust, such as dividends and interest, without any 
deduction whatever for the capita~ losses of the so-called trust 
estate. 

The hardship occasioned by this ruling will be apparent from 
the following example : 

Suppose that A deposited, in the year 1916, $100,000 of securi· 
ties, the income from which was to be paid to him, and the 
securities deposited being subject to his right of revocation in 
whole or in part. Assume that during the year 1920 the income 
from dividends and interest amount to $6,000. We will 
assume also that during the year 1920 A, the creator, ordere<l 
the trustee to sell $20,000 of securities deposited, which repre­
sented a capital loss of $10,000. We will assume also that 
$5,000 of capital gains were realized from sales. 

Under the early rulings issued by the department all of 
these transactions would be reflect(.d in A's individual tax 
return, as follows : 
Income from dividends and interest_ ________________________ $6, 000 
Gains from sale of securities ______________________ $5, 000 
Losses from sale of securities---------------------- 10, 000 

Net loss from sale of securities---------------------------- 5, 000 

A's net income from trusL------------------------- 1, 000 
Under the subsequent ruling of the department, issued in 1923, 

two returns would have been required, one by the trustee and 
on ! by A, the individual. The trustee's return would show the 
following: 

. Capital tains -------------------------------------------- $5, 000 
Capital osses-------------------------------------------- 10,000 

Net capital loss------------------------------------------ 5, 000 
Which no on~ can deduct. 
The other income c:. the trust, frol"'. dividends and interest, 

aL..ounting to $6,~..\>0, would be consiJered as taxable :o A indi­
vidually, and has nothing whatever to do with the income-tax 
liability of the trustee as a separate :>erson·. Accordingly A's 
income-tax liability would be computed as follows: 
Income from dividends and interest------------------------ $~~ 000 
Capital deductions ---------------------------------------- .None. 

The net result is that the so-called trust estate has a capital loss 
which, in a sense, hangs in mid-air, and which no one can deduct. 

On the other hand, A, who crea.tE.d the trust, notwithstanding 
his interest in the property, pays an income tax upon the entire 
distributive income of the trust, namely, $6,000, without ru..a., 
credit whatever for his capital loss. 

Had not the prior rulingr: of the department been relied upon, 
this injustice could easily have been avoided. It would only 
have been necessary for A to have revoked the securities before 
sale, and upon completion of the sale the loss could have been 
included in h:.3 individual return. 

The peculiar injustice is that the cr~ator of the trust is penal­
ized for relying upon the rulings of the department. 

The result of that retroactive act was that under the old 
ruling capital losses, as the Senator will see, could be de­
ducted from the gains; but with the new ruling here was a 
loss which, so to speak, was suspended in the air. It could be 
assessed only to the trustee, who was simply "a wooden 
man " and had nothing_ at all, since all of the profits went to 
the grantor or the donor of the trust. 

Wbat I am seeking to do is to make what is now the law 
and what is provided for in the bill on the preceding page the 
law applicable to these trusts. I have discussed it with several 
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members of the committee and numerous :Uembers of the Sen­
ate. So far as I know, there is no objection to it. 

l\fr. FLETCHER. How does it affect the Treasury? 
l\fr. Sl\100T. There is no amount of any consequence 

involved. 
The PRESIDING OFFICER (Mr. 0DDIE in the chair). The 

question is on agreeing to the amendment otrered by the Sena­
tor from Ohio. 

l\fr. JONES of Washington. l\fr. President, may I inquire 
of the Senator from Utah if instead of having these special 
rC'gulations relating to special matters it would not be much 
better to have a general provision covering them all? 

Mr. SMOOT. We have now accepted three amendments of 
this kind. This is the last one; so let us accept it and let it 
go to conference ; and if the conferees want to put them all 
together in one provision, they can do it. 

.Mr. JONES of Washington. How does the Senator know it 
is the last one? 

l\fr. Sl\IOOT. Because I have all the amendments here, and 
I do not know of any other of this charactei·. 

1\fr. JONES of Washington. But I have just read one, the 
provisions of which have gone into the bill, and I understand 
it is estimated that it will cost the Government $75,000,000. 

Mr. ·wiLLIS. I hope the Senator will not object to the 
amendment I have offered. It is not going to cost any such 
amount as that. 

Mr. JONES of Washington. Why not adopt a general pro­
vision covering these matters? Here is a provision that we 
put in the bill the other day, which it was stated would prob­
ably cost as much as we are to collect under it. I have no 
doubt that the statement was made in perfect good faith. Yet 
now I see it stated in the press that it will probably involve 
$75,000,000. 

l\fr. SMOOT. The press is wrong. 
Mr. JONES of Washington. I have heard it also very defi­

nitely stated that it has been admitted that it will cost at any 
rate $25,000,000. I do not know what it will cost. Why not 
cover these special exceptions by a general provision? 

:Mr. Sl\IOOT. They are all in different sections of the bill. 
I think they ought to stand on their own footing. The IIouse 
conferees may agree to this one and may disagree to the 
others. I think they ought to be inserted in their proper places 
in the bill and let them go through in that way. 

l\Ir. JONES of Washington. Is the Senator opposed to a 
general provision that will take care of instances where per­
sons have acted in perfect good faith in compliance with the 
regulations of the department and with what they thought was 
the law? 

l\fr. S~fOOT. If we incorporate a general provision of the 
law in that way, we do not know how it will be construed. 
No one could tell. The Senator does not know who else will . 
try to get in under its provisions. These are special cases.· 
This statement of the Senator is the first I have ever heard 
that it would cost $25,000,000 or $75,000,000. 

1\Ir. JONES of Washington. A. very reliable writer, David 
Lawrence, in an article just day before yesterday stated that 
it had been admitted that it would cost about $75,000,000. I 
have not any doubt that Mr. Lawrence had some pretty reliable 
information before he made his statement. 

Mr. SMOOT. I am told by one of the experts from the de­
partment that there will be no such cost. 

Mr. COUZENS. I believe there will be a loss, but I think 
this provision does just what the Senator from Washington 
said. It confirms the practice of the bureau in all cases and 
makes the law what the people thought was the law. 

Mr. JONES of Washington. Not in all cases. Why could 
we not have a general provision that would confu·m the action 
of the department in all cases where they have acted for a 
considerable length of time and people in perfect good faith 
have acted under those regulations. This only applies to par­
ticular cases. I have no objection to taking care of those 
things. It seems to me that we ought to do it. What I ob­
ject to is the picking out of particular instances, particular 
kinds of tax, and settling those and leaving the others un­
settled. That is why I asked the Senator from Utah if he 
would have any objection to a general provision reading prac-
tically as this does and have it instead of the several par­
ticular items. 

Mr. SMOOT. The amendment does not take a cent out of 
the 'rreasury of the United States. 

l\fr. JONES of Washington. But the Senator from Pennsyl­
vania [Mr. REED], who presented it, said that lt would. 

Ur. SMOOT. It will stop perhaps some revenue from coming 
in during the future, but it will not take anything out, because 
it is applicable only to the future. 

Mr. COUZENS. It also validates the practice of the bureau 
up to date. 

Mr. JONES of Washington. Yes. 
Mr. SMOOT. As I said, there is nothing to come out of the 

Treasury. It validates what has already been done. 
Mr. JONES of Washington. It expressly prevents anything 

~oming into the Treasury under these particular cases. 
Mr. SMOOT. Yes. 
Mr. JONES of Washington. That is what I said. Why not 

in all cases cover actions that have been had in accordance with 
the regulations of the bureau? 

Mr. SMOOT. I do not know where such a provision should go. 
l\Ir. COUZENS. I do not know where the failure is. If the 

Senator will tell us where anything has been omitted, I should 
be in accord with his views, but I think everything has been 
presented up to date so far as I know . 

l\fr. JONES of Washington. I am satisfied that we will find 
many instances. I am satisfied that hereafter there will be 
propositions made asking that the rulings of the department 
and the regulations of the department shall be adhered to. 

Mr. SMOOT. I would rather have Congress act upon each 
individual case. I would not like to have a general law and 
have it construed by some one down in the department. In 
these particular cases we have acted, but this is the last one I 
know of, and I do not see why it should not go in the same as 
the others. I am told by one of the officials of the department 
that there is very little loss in the matter. 

Mr. JO:r-.T]JS of Washington. I am not objecting to the Sena­
tor's proposition. What I am objecting to is the policy of the 
committee in picking out particular propositions and taking 
care of those and leaving other propositions uncared for. 

Mr. SMOOT. The committee did not pick them out. They 
haYe been presented here, and the committee bas accepted them. 

Mr. JOJ\TES of Washington. The committee did not pick 
them out, of course, but the committee is not very particular 
about accepting certain propositions. 

Mr. SMOOT. That is true. 
Mr. JONES of Washington. It seems to me it would be 

far better to accept a general proposition under which all of 
these cases could be settled without apparently exercising fa-
roritism. . 

Mr. Ji'ESS. I think if the Senator would go into this par­
ticular amendment--

Mr. JONES of Washington. I am not objecting to this par­
ticular amendment. I have said that two or three times. As I 
understand it, the Senator from Utah would be opposed to a 
general provision? 

Mr. SMOOT. Yes; I do not think a general provision can 
coYer all of the cases, because each case may be different. 

l\Ir. JOi\"ES of Washington. Oh, no. 
Mr. SMOOT. The amendment now offered does not cover a 

case that has been covered by any other amendment that we 
haYe had. 

Mr. COUZEJS"S. What would the Senator from Washington 
propose to have done? 

Mr. SMOOT. I do not see how it could be done by a general 
provLion. 

.Mr. JONES of Washington. I will read to the Senator a 
provision that I should like to see in the bill and that I expect 
to offer as a suh titute for the provision here. 

Mr. WILLIS. Will not the Senator from Washington permit 
us to vote on the amendment? 

Mr. JOKES of Washington. I will do so in a moment. I 
intend to propose the following amendment as a substitute for 
an amendment already adopted: 

On page 291, after line 13, insert the following as a new subdivision: 
"(c) The liability of any taxpayer under any internal revenue law 

shall be determined (unless such taxpayer otherwise consents or 
requests) in accordance with the Treasury decisions, opinions of the 
Attorney General, and regulations made by the commissioner or the 
Secretary, or by the commissioner with the approval of the Secretary, 
in force at the time his return was made, whether such return was 
made before or after the enactment of this act. As used in this sub­
division, the term " return " means, in the case of a return which 
has been amended, the return as finally amended." 

:Mr. SMOOT. That would not cover this case. 
Mr. JONES of Washington. In other words, where a tax­

payer has acted in perfect good faith under the regulations 
issued by the Secretary or a.n opinion of the Attorney General, 
his action then, if in accordance with those regulations and 
the opinion of the Attorney General as a point of law should 
be conclusive. 

Mr. COUZENS. Supposing the Supreme Court upsets one of 
those rulings? 
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Mr. JONES of Washington. Then ft ought to be validated 

ju t the same. That is exactly what has happened. 
Mr. COUZENS. That is the reason why I think that we can 

not deal with it in a general way because there are perhaps 
thirteen or fourteen thousand of these cases. As to many of 
them no one knows what will become of them; in fact only 
15 ~r (!ent of them anyone knows anything about. A:ny ~ne 
of them may be changed at any time, but under this provision 
it could not be done. 

Mr. SMOOT. Are there not about 60,000 of them? 
Mr. JO~'ES of Washington. It could be changed, but ~e 

change would not affect the rights of those who had made their 
returns and acted under the regulations as they were at the 
time they took action ; in other words, it seems to .me unjust 
and unfair to the citizens of this country, by regulation or oth­
erwise, to make retroactive law. That is what this amounts to, 
and that is what was done in the case that we have taken 
care of by this provision. 

Mr. COUZENS. If the Senator knows of any other cases that 
we have not taken care of, I am in sympathy with his view­
point, but I do not believe we can cover them en bloc. 

Mr. JO"!\'ES of Washington. I do not see why we could not 
declare a general principle that will apply. That is what we 
have general laws for. 

Mr. COUZENS. I want to say that if we had passed a pro­
vision like that in the act of 19!¥, all of the work that the 
investigating committee has done would have practically been 
null and void because the result of the committee's work has 
been to open 'up many cases that were closed irregularly and 
without published rulings, or with several rulings on the same 
subject. We can not cover all of the rulings dealing with the 
same subject where the rulings were different in identical 
cases. 

Mr. SMOOT. And the different cases in the mean_time under 
a decision of the Supreme Court might be validated imme­
diately, and not only that--

Mr. JONES of Washington. Why should they not be? 
'Vhere the department has made regulations requiring the 
returns in a certain form, and citizens have made such returns, 
have relied upon them and acted upon them, and they have 
been approved by the department, if, then, by reason of a sub­
sequent decision or by reason of an opinion of ~e department 
the regulations are changed, the changed regulatiOns ought not 
to relate back and to require something that the citizen did 
not have any idea or knowledge of at the time the return 
was made. 

Mr. WILLIS. That is precisely what happened in the case 
we are seeking now to remedy. 

Mr. JO.NES of Washington. That is what I want to see cor­
rected. It ought to be corrected in a general way instead of 
picking out particular cases. I have not any objection to the 
Senator'" amendment, but I do think that we ought to adopt a 
general provision without picking out particular cases and 
showing favoritism, as it appears-not intentionally; I do not 
say that-but it looks as though by legislative act we are pick· 
in" out here and there particular classes to favor them, as 
in~ thi case here. I feel pretty certain that under that provi­
sion there will be millions of dollars that will be lost to the 
Government. I do not say that it ought not to be done; but 
we ought not to pick it out in that particular case. 

Mr. WILLIS. The Senator from Washington does not mean 
to ay that as to the pending amendment? 

Mr. JONES of Washington. I mean the provision in the 
bill. I gave notice a while ago that I expected to offer the 
amendment to which I referred. I shall not take the time 
of the Senate furth·er now, but I wanted to call attention to 
these specific acts of acceptance. 

The PRESIDING OFFICER. The question is on the amend-
ment offered by the Senator from Ohio [1\Ir. WILUB]. 

The amendment was agreed to. 
:Mr. SHORTRIDGE and Mr. COUZENS addressed the Chair. 
The PRESIDING OFFICER. The Chair recognizes the 

Senator from California. 
:Mr. SHORTRIDGE. f\.Ir. President, I offer the amendment, 

which I send to the desk. I advise the Senate that its pur­
pose is to equalize and harmonize the law, in view of the fact 
that both Houses have agreed to a reduction in the tax on 
absolute or pure alcohol. This amendment, though somewhat 
elaborate in words, is designed to equalize the matter in re­
spect to wine for medicinal, sCientific, and sacramental purposes. 

Mr. COUZENS. Let us have the amendment read, Mr. 
President. 

The PRESIDING OFFICER. The amendment proposed by 
the Senator from California will .be stated. 

The PRINCIPAL CLERK. On page 2G4, after line 21, it is pro­
posed to insert the following new section : 

TAX ON WINES AND BRANDY OSED IN FORTIFICATION 

SEc. 905. · Sections 611 and 612 of the revenue act of 1918, as 
amended, are amended to read as follows : 

"SEc. 611. That upon all still wines, including vermuth, and all 
artificial or imitation wines or compounds sold as still wine, which 
are hereafter produced in or imported into the United States, or which 
on the day after the enachnent of the revenue act of 1926 are on 
any winery premises or other bonded premises or in transit thereto 
or at any customhouse, there shall be levied, collected, and paid, in 
lieu of the internal-revenue taxes now imposed thereon by law, taxes 
at rates as follows, when sold, or removed for consumption or sale. 

" ntil January 1, 1927, on wines containing not more than 14 
per cent of absolute alcohol, 16 cents per wine gallon, the per cent 
of alcohol taxable under this section to be reckoned by volume and 
not by weight; on and after January 1, 1927, and until January 1, 
1928, 12 cents per wine gallon; and on and after January 1, 1928, 
8 cents per wine gallon. 

" Until January 1, 1927, on wines containing more than 14 per 
cent a11d not exceeding 21 per cent of absolute alcohol, 40 cents per 
wine gallon; on and after January 1, 1927, and until January 1, 1928, 
00 cents per wine gallon ; and on and after January 1, 1928, 20 cents 
per wine gallon. 

"Until January 1, 1927, on wines containing more than 21 per 
cent and not exceeding 24 per cent of absolute alcohol, 1 per wine 
gallon; .on and after January 1, 1927, and until January 1, 1928, 75 
cents per wine gallon; and on and after January 1, 1928, 50 cents per 
wine gallon. 

"All such wines containing more than 24 per · cent of ab olute 
alcohol by volume shall be classed as distilled spirits and shall pay 
tax accordingly. 

"SEc. 612. That under such regulation and official supervision and 
upon the giving of such notices, entries, bonds, and other security 
as the commissioner, with the approval of the Secretary, may pre­
scribe, any producer of wines defined under the provisions of this 
title may withdraw from any fruit distillery or special bonded ware­
bouse grape brandy, or wine spirits, for the fortification of such wines 
on the premises where actually made: Provided, That there shall be 
levied and assessed against the producer of such wines a tax (in lieu 
of the internal-revenue tax now imposed thereon by law) until Janu­
ary 1, 1927, of 60 cents per proof gallon ot. grape brandy or wine 
spirits whenever withdrawn and hereafter during the year 1926 so 
used by him in the fortification of such wines during the preceding 
month, which assessment shall be pajd by him within 10 months from 
the date of notice thereof: Ana provided (urthet·, That nothing con­
tained in this section shall be construed as exempting any wines, 
cordials, liquors, or similar compounds from the payment of any tax 
provided for in this title. On January 1, 1927, and until January 1, 
1928, this fortifying tax on such brandy or grape spirits shall be 45 
cents per proof gallon, · and after January 1, 1928, 30 cents per gallon. 

The PRESIDING OFFICER. The question is on agreeing 
to the amendment proposed by the Senator from California. 

Mr. COUZENS. I should like to have the Senator explain 
the effect of the amendment. 

Mr. SHORTRIDGE. Mr. President, I do not think it is 
necessary to multiply words ; but, in response to the sugges­
tion of the Senator from Michigan, I invite attention to the 
fact that the House reduced very materially the tax on alco­
hol. The bill came to the Senate and went before the Finance 
Committee. That committee disagreed with the action of the 
House; but thereafter in this Chamber, the matter being very 
fully considered, the Senate receded or refused to agree with 
the recommendation of the committee. In other words, the 
Senate agreed to the House provision ; so that there is a ma­
terial reduction in the tax on pure alcohol. 

The amendment which I have submitted at the request of· 
the grape growers and wine makers, not only in my State but 
in other States, proposes, it will be observed, to reduce the 
tax 25 per cent, which is less, indeed, than the reduction in 
the bill applying to alcohol as it came from the 'House '8.Dd as 
it is now agreed to by both Houses. 

Mr. COUZENS. By how much will it reduce the revenue? 
Mr. SHORTRIDGE. If the amendment shall be agreed to 

in the form in which it is drafted, the reduction will amount to 
approximately a half million dollars, measured by the past 
returns. I do not think that any serious or valid objection 
can be made to the amendment. I have heard of none from 
any quarter. 

Mr. SMOOT. The House reduced the tax on alcohol, but 
the House did not reduce the tax on wine. 

Mr. SHORTRIDGE. That is true. 
Mr. SMOOT. Why should we reduce the tax on wine? There 

is no special relation whatever between alcohol and wine. 
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Mr. SHORTRIDGm . . Both Houses have voted to reduce 

the tax on alcohol, for good and sufficient reasons, as we must 
assume. 
. Mr. SMOOT. But the same body did not reduce the tax 

on wine. 
Mr. SHORTRIDGE. I grant that it did not, but I am very 

sure that when the amendment goes to conference the House 
conferees will agree to the amendment. I am not aware that 
it was presented in the other body. 

Moreover, let me state, in perfect candor to Senators, that 
I am advised by the president of the association that this 
reduction would not have been asked for if the reduction in 
alcohol had not been made. There was no disposition to urge 
this amendment, but, inasmuch as the tax has been or, I as­
sume, will be reduced on pure alcohol it is here proposed to 
be reduced on wine containing a certain percentage of alcohol. 

Mr. SMOOT. Let me ask the Senator a question. Does 
the amendment apply only to still or sparkling wines and 
cordials and grape brandy for fortifying sweet wines? 

Mr. SHORTRIDGE. Yes. I think that would cover it. 
Mr. SMOOT. I will try to figure out just what we are go­

ing to lose by way of revenue. I did not follow the amend­
ment. So I asked the Senator if it only refers to still or 
sparkling wines, cordials, and so forth, at 16 cents to $1, and 
grape brandy for the fortifying of sweet wines at 60 cents 
per gallon. Are those the items that are covered by the Sena­
tor's amendment? 

Mr. SHORTRIDGE. According to the figures submitted to 
me by the department, the reduction will not amount to more 
than half a million dollars, if that much. 

Mr. SMOOT. I think, figuring it up roughly here, that that 
is right as to the amount involved. :Perhaps we had better let 
it go into the bill and let it go to conference, Mr. President, 
and then we will thrash it out there. 

Mr. SHORTRIDGE. Very well. 
Mr. HARRISON. Mr. President, may I inquire how much 

this amendment seeks to reduce the taxes? 
Mr. SMOOT. Approximately $500,000. 
Mr. SHORTRIDGE. Somewhat less than half a million 

dollars. 
Mr. SMOOT. We will let it go to conference. 
Mr. HARRISON. And the committee accepts it? 
Mr. SMOOT. I say, we will let it go to conference. 
The PRESIDING OFFICER. The question is on rtgreeing 

to the amendment offered by the Senator from California. 
[Putting the question.] By the sound the "noes " seem to 
have it. 

Mr. SHORTRIDGE. Mr. President, I will call for a quo-
rum here in a moment. 

Mr. SMOOT. Let us have a division. 
On a division, the amendment was agreed to. 
Mr. HARRISON. What was the vote, l\Ir. President? 
The PRESIDING OFFICER. The amendment was agreed to. 
Mr. FRAZIER. l\Ir. President, I appeal from t.he G.ecision 

of the Chair. 
_Mr. KING. I raise the point of order that the appeal is 

entirely too late. I call for the regular order. 
Mr. COUZENS. Mr. President, I send to the dE-sk an 

amendment to be inserted on page 22, line 16, of the bill. 
The PRESIDING OFFICER. '.rhe amendment will be 

stated. 
The CHIEF CLERK. On page 22, line 16, after the word 

" paragraph," it is proposed to insert a new subsection, as 
follows: 

{3) Such intangible values as may be due to the taxpayer·s posses­
sion of capital, manufacturing ability, operating ability, selling abil­
ity, good will, or organization shall not be included in values to be 
depleted. 

Mr. COUZENS. Mr. President, that is to take care of the 
provision beginning on line 12, of page 21, which says: 

The basis u!>on which depletion, exhaustion, wear and tear, and 
obsolesl!ence are to be allowed in respect of any property shall be the 
same as is provided in subdivision (a) or (b) for the purpose of de­
termining the gain or loss upon the sale or other disposition of such 
property, except that~ 

(1) In the case of mines discovered by the taxpayer after February 
28, 1913, the basis for depletion shall be the fair market value of the 
property at the date of discovery-

And so forth. I shall not read the whole clause ; but the 
amendment is proposed to exclude from the computation any 
intangible value such as provided in the amendment. 

1\Ir. SMOOT. Mr. President, I desire to read the statement 
of the department in opposition to the amendment, and then 
I will let the Senate decide the matter: 

The law does not permit depletion of the " taxpayer's business as 
a going concern," but only the "mine, oil or gas well, other natural 
deposits, and Umber." It states that " a reasonable allowance for 
depletion" shall be made "in the case of mines, otl ot· gas wells, 
other natural deposits, and timber." (Sec. 214(a) 9 and sec. 234(a) 
S-in 1924 revenue law-same In proposed 1926 revenue law-see 
H. R. 1, p. 51 and p. 91.) It is, therefore, the mines, oil or gas 
wells, or natural deposits that are being " depleted " and for which 
the allowance is given. 

By no possible construction of the text of the law can this allow­
ance be " claimed to include any other value, tangible or intangible," 
than that of the natural resource itself. It is the tangible deposit 
of mineral, oil, or gas, that is being exhausted and fot·ms the depletion 
base. There is no ambiguity in the existing or the proposed statute 
on this subject. 

Mr. COUZENS. Mr. President, then, if that is true, there 
is no objection to putting this amendment in the law, because 
this just carries out the practices as claimed by the bureau, 
which we contend, however, have not been indulged in. 

l\lr. S~IOOT. Of course, the .department takes the position 
that if that be the case there is no necessity of it. 

1\fr. COUZENS. If the practice of the bureau is as the 
Senator has stated, then there can be no objection to this 
amendment, because this amendment only provides for what 
the bureau say they are already doing. 

Mr. KING. 1\Ir. Preside1it, will the Senator from Michigan 
yield? 

Mr. COUZENS. Yes. 
Mr. KING. I have not in my mind very distinctly the testi­

mony taken by the Couzens committee upon which an amend­
ment of this kind might be predicated; but, as I recall, there 
was som~ testimony which tended to show that selling ability, 
and particularly good will, were u·eated as an intangible prop­
erty, and subject to such advantages or disadvantages, depend­
ing upon the point of view, as might result therefrom; and 
my recollection is that it was the consensus of opinion when 
that matter was under consideration, and there was no objec­
tion to it by any of the Senators, that perhaps it ought to be 
met by an amendment. I will ask the Senator if his memory 
is refreshed so that he can enlighten us as to what the testi­
mony showed upon that matter? · 

Mr. COUZENS. The testimony showed in a number of 
cases, which if it is necessary to read I wm read, that other 
elements than the value of the resources in the ground have 
been included in computing the value. 

Mr. SMOOT. There were five cases, were there not in the 
in"\"estigation? ' 

1\lr. CO"CZENS. I do not remember the number of cases but 
if it is not the practice there certainly can be no objecti~n to 
putting it in the law. I do not get the discussion of the 
Senator from Utah, because he says the practice of the bureau 
is to do the very thing that the amendment provides for. 

Mr. SMOOT. I say that that is what the department itself 
claims. 

Mr. COUZEXS. Then there can be no objection to the 
amendment. 

Mr. SMOOT. If that is the case, allo-;v the amendment to 
be agreed to, and then I will a8k for a further statement from 
the department. I have no oujection to the adoption of the 
amendment. 

The PRESIDING OFFICER. Without objection, the vote 
whereby the committee amendment to which this is proposed 
as an amendment was agreed to will he reconsidered. The 
question is upon the amendment of the Senator from Michigan 
to the amendment of the committee. 

The amendment to the amendment was agreed to. 
The amendment as amended was agreed to. 
Mr. COUZE.i~S. Mr. President, I send to the desk another 

amendment, to be inserted on page 100, line 9. I spoke to the 
chairman of the committee about it, and he saw no objection 
to it. I believe it will have to take the same parliamentary 
course. 

1\lr. Sl\IOOT. No; it will not be necessary to reconsider that. 
This is not an amendment to an amendment. It is a straight 
amendment. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEF CLERK. On page 100, line 9, it is proposed to 
strike out the word "voting," and on line 11 it is proposed to 
strike out the word "voting." 

Mr. COUZENS. That is to provide for corporations that 
have a large amount of nonvoting stock. 

Mr. SMOOT. There is no objection at all to that, Mr. Presi­
dent. That ought to be done. 
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The PRESIDING OFFICER. The question ls on agreeing 

to tile amendment. 
'l'lle amendment was agreed to. 
Mr. Kl.. ... G. That will be treated as one amendment? 
The PRESIDING OFFICER. It will. 
Mr. COUZENS. Mr. President, I send to the desk another 

amendment providing for an addition to section 1101, on page 
2 6. 

The PRESIDD,.G OFFICER. The amendment will be 
state<l. 

The CniEF CLERK. On page 286, it is proposed to strike out 
line 2, 3, and 4 and to insert: 

.:~~:c. 1101. The commiseioner, with the approval of the Secretary, 
shall pr·e ·crlbe and publish all needful regulations for the enforcement 
of this act, and the commissioner shall promulgate and publish all 
rule , practices, principles, and formulas applied or followed in the 
Interpretation and application of any revenue act and/or the regula­
tion. to the determination of tax subject to the provisions of section 
3167 or the Revllied Statutes. 

Mr. S.IOOT. I see no objection to that amendment, Mr. 
Pre.'ident. 

The PRESIDil ,.G OFFICER. The question is on agrE'eing 
to tlle amendment offered by the Senator from Michigan. 

The amendment was agreed to. 
Mr. COUZENS. l\Ir. President, the senior Senatoi from 

Idal10 [Mr. BoRAH] this morning had read into the RECORD a 
tel~gram which said this : 

Italic· in nou. e tax blll-

and I think the telegram is intended to mean " Senate tax 
bill"-

' ertion 203 (c), page 11, bave allegt-d joker which will exempt from 
taxntion dividend that WILS pa.fd in Electric Bond an<l Share stock 
early in Hl25, al.:o many other similar dividends. 

The Senator from Idaho asked me about the matter anti 
asked me if I would explain it to the Senate; and I do it for 
the HECORD and in response to the request of the Senator from 
I<lalto. 

This provi ion, which I have looked into, simply means sub­
stantially a stock divi<lend.. In other words, in the particular 
case referred to in the tele .... ram the General Electric Co. dis­
po ·ed of its shnres in the Electric Bond & Share Co. to its o'vn 
stocklwldcrs, so as to avoid what was perhaps thought to be 
a combination in restraint of trade. So they dispo ed o.f the 
shares that they owned in the Electric Bond & Share Co. h 
their stockholders in proportion to their holding-s. In other 
words, it was substantially a stock dividend, and therefore was 
not taxable ; and there is tllercfore no exception to be taken to 
the section, as I see 1~ 

llr. SMOOT. Mr. President, I want to say further that the 
subject matter of the telegram is covered by existing law in 
theLe words: 

It there is distributed, in pursuance of a plan of reorgnnir.ation-

lli. COUZENS. But this was not a plan of reorganization. 
Mr. SMOOT. Oh, yes; that was a reorganization. 
Mr. COUZE~ TS. Oh, no; not in the distribution of the 

shures referred to in the telegram. That wus not a reorganiza­
tion. It was a disposition of the assets of the General Elec­
tric Co. to its stockholders, and was substantially giv­
ing them sto<:k that they already owned, but no cash. Of 
course, when the stock is sold by the stockholders, it then will 
be taxahle. 

.:llr. S:UOOT. 1\Ir. Pre ·ident, if the Senator wlll read what 
the term "reorganization" means in existing law, I think he 
will agree with me. 

Mr. CO"'GZE~ rs. There ls no <Ji:,;cus ·ion, anywny? There 
is no argument? . 

Mr. SMOOT. Ko; there is no argument. I want to say 
that the sender of the telegram was simply mistaken; that is 
all. 

:Ur. IIA..RRIS. Mr. President, I offer the amen<lment which 
I . ·end to the desk. 

Tl1e PRESIDLTG OFFICER. The amendmC'nt will be stated. 
The CIIIEF CLERK. On pnge GG, after line 16, it is propo ed 

to Insert: 

All p<'r ons whose net incomC's do not excC'~d their pt'rsonal exemp­
tion, plu, crC'dit for dependents, hy more than $GOO, are hereby 
exl'mpted from the pnym!':J.t of the normal tnx. 

1\Ir. HARRIS. 1\Ir. President, the credit allowed hy law to ench 
individual in cornputiu~ hitl or her incom tax., known as the 
pN· onal exemption, is now for a single person $1,000 and fot 

LXYII--24:::1 

a head of a family or married person living with husband cr 
wife $2,500. Under the revenue bill as it passed the House 
and was reported to the Senate from the Finance Com.thittee the 
personal exemption will be raised to $1,500 for a single person 
and $3,500 for a head of a family or married person. 

It L<:; estimated by the committee that 2,3:JO,OOO persons who 
now pay income tax will be entirely relie"Ved from payment of 
such tax by this increase of the personal exemption. 

The reduction in revenue receipts resulting from this in­
crease of the personal exerJption wlll amount to $42,000,000, 
according to the House committee report of the bill. 

The 2,330,000 persons who will no longer be required to pay 
income tax arc those whose incomes range between $1,000 and 
$1,500 for single persons and $2.500 and $3,GOO for beads of 
families and married persons. They belong to tba t cla s of 
hard-working good citizens whose incomes are entirely ab­
sorbed in payment of necessary living expenses of themselves 
and their families. They are the people mo ·t in need of relief, 
and I heartily approve the action of the House and our Finance 
Committee in affording tllem. complete exemption. 

I regret that the Finance Committee has not found it a<l­
visable to recommend a further increase of the personal ex­
eruption to $2,GOO for single persons and $5,000 for heads of 
families and married persons. Men and women, particularly 
heads of families, with small or moderate incomes, are taxed 
indirectly all they can bear through the Republican high pro· 
tective tarHT, which greatly increaf'es the prices of practically 
all the necessities of life ; an<l we should not place upon them 
the additional burden of income tax. 

I have always contended that a married per~on who:e in­
come does not exce d ti,OOO ~honld be relieved from payment 
of any income tax whatever, and 1 hopo the day is not far dis­
tant when this can or will be done. 

Apparently the Finance Committee feare<l that the reduction 
in revenue receipts would be too great to justify an increa.·o 
of the personal exemption beyond $1,500 for single persom; and 
$3,500 for heads of families and married person . As pre­
viously stated, the reduction in revenue receipts that will re­
sult from this increase of the personal exemption amounts to 
$42,000,000. It is well to note, however, that lE:'~s than half ot 
tllis amount would have been paid by 1.he 2,350,000 ta.xpayers 
relieved from payment of tax by the increase of Ule personal 
exemption. 

All taxpayers profit by any raise in the personal exempticn. 
but not to the same extent. The af!tnal reduction of income 
tax resulting from uch raise is about four and one-half time:i 
as great for a person with large income as for one with a. 
small income. For instance, rai~ing the personal exemption 
$1,000, as is proviue<l in the reve-nue bill, for he-n<ls of families 
and married persons. reduces the income tax !Jy $i30 for one 
whose net income excreds $20,000 and only . ·11.25 for oue 
whose income is $7,fi00 or less. This is due to tl10 fact that the 
tax rate for the larg<'r income is, under this bill, 5 per cent, 
and for the smaller 1% per cent, le~s 25 per cent reduction for 
earned in<:omes. 

I huve no objection to scaling clo·wn the tax of the wealthy 
man or woman ju 't as much as the needs of the GovNnmcnt 
will permit. On the contrary, I . hall always urge that this 
be done, but to my mind it is more important to remove en­
tirely the burden of income tax from married persons with 
incomes of $:1,000 and less than to make such great reduction 
in the taxes of those with larger incomes. 

In the face of the strong oppo~ition of the majority mem­
bers of the }'inance Committee to uny further reduction of the 
revenue receipts it may not be possible at this ses~ ion to raiso 
the per. onal exemption, from which all taxpayers profit, more 
thu.n is provided in the bill as reported by the committee; that 
is, to $1,fl00 for single persons and $3.GOO for heads of families 
and married persons, though I. myself, agree with the minority 
members that it would be perfectly safe to make still greater 
cuts in many of the taxes, particularly in the so-called 
nui~->ance taxes. I hope, however, the enate will adopt my 
amendment exempting all persons whose net incomes do not 
exceed their personal exemptions by more than $GOO 

l\ly amenrlment will have the Rame effect as raising tho 
personal exemption for those with incomes between $1,500 nnu 
$2,000, in the caHe of the single persons, and .. 3,500 and $4,000 
in the case of heads of families and. married. persons, since it 
will relieve them from payment of any income tax. My amen<l­
ment will not reduce or in any way affect the taxes of tho"e 
who e incomes exceed these amounts, !md the loss in revenu~ 
receipts will be small in comparison wiill the loss that would 
result from a corresponding increase of the per, onnl exemption 
.for all taxpayers. l shall later show tllat even this small re-
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dndlon in tl1e rev<>nne reretptr:; will be J[trgely, if not wholl,\", 
on·. ·E>t by saving in overating expenses of the Internal llevenuo 
Bureau. ~ 

AR lias bPen stated, those profiting by my amendment are 
single per:-:onR with incomes betwePn $1,ii00 llll<l ~2,000 nn<l 
hNlllS of familie :mel marrierl ~r.·ons with incomes between 
$.1,:\00 and $4,000. of •hom there are about 10,000, an1l thi • 
numl,er will ue wholly exempt from income tnx, in adrlit ion 
to the 2,3;::)0,000 e:xem11ted by the lncrea.·e of the personal ~s:­
emption ns proddE-d in the revenue bill. 

The re\"enue hill, with my amendment, will in effect raise 
tho personal exemvtion to $2,000 for single persons ancl $4.000 
for married p rsons. and will relie>e 3,200,000 from income 
t:v who "·oul<l huve to p:ty under the old law. 

The in('ome tax that would he paid by the 8:10,000 men aJHl 
womPn exempted by my amendment would. rauge from a few 
rPut. · for thoso whose uet income only :-:lightly exceed their 
ver:-::onul exemptions to .;3.63 for tho ·e who.;;e net ineomes ex­
('e<:>d their personal exemption.' by ~500. The a>cl'ug-e tax that 
woul<l he Jlaicl by them is 2.811,4. The total tax they would 
be required to pay i::; tlms $2,390,62;:; ( 8::i0,0 0 X $2.8125) ; anc1, 
::-ince no other tn xpayer. arc affected by my amendment, this 
sum repre~ent the total gross reduction of re\cnue receipts 
that woulrl re~ult from its ad011tion. 

In a speech before the Senate at the last se sion of Congress 
I ,·lwwe<l that the a>erage col't of collcctin,., income tax wa · 
ul)(Jut .'G for ea<:h taxpayer, large and smu.ll. My calculation 
wn:;; based upon information fnrni."hC'd me by the acting col­
ledor of internal rennne, in a letter elated April 28. 1!:>24, 
from whi<:ll it appeared that the Goverument was spen<ling in 
the vicinity of $23,000,0~0 to collect the Federal income taxe~. 
At thnt time the total number of taxpayer. was e. timated by 
the 'ecretary of the Trea. ury to be 4,361,357. The average 
cost of collecting the tax (auont $6) was detC'rmincd by d~vi<l­
ing the total annual eost ( .. 25,000,000) by the number of 
taxpayer.'. 

More recent statistics have not materially changed the aver­
ag-e cost per taxpayer of <:ollecting tl.Jc hl<'ome tux, thou~h some 
contend that it e.·('eeds my con:-;en-ativc e::!timnte of $6. 

Tl.Jis average co~t of collectillg income tax exccC'd~'< the great­
est amount (.,u.8~) that would be vai<l by any one of the 
.'50,000 taxpayers relicn~d by my amendment. As ha. been 
l'tnte<l, the averHJ!'e tn. of thi group i. only .. 2. 11,4. 

'rhe cost of <:ollecting the tax from these smull taxpayers 
would. uot be a lllll<:h as the a Yerabc for all taxpayers ( $6), 
bnt it would. llPllro.ximate l;i~.S1, the a'·e1·uge tnx the former 
da ... · would pay. 

It is thus evident thut the total co~t of collectin~ the income 
tax from the 850,000 meu and .women exemllted by my amend­
ment nvvroximates, if it docs not actually exceed, the $2,3!:>0,625 
they would be required to pay un<lcr the re,·enue bill now 
before tl•e Senate. 

The \\"a~'<hingt.on papers rmhli. hing the income tnxes of reRi­
<lents of the Djstrict of Colurnuia untl vtciuity contained page 
after page of n:une of men and women that paid le;-.:s tl.Jan 
one dollar each. 

h there anyone that honestly believes it does uot cost the 
Government a <lollur to examine, hricf, or make notation on 
nnd file an income-tax return, make record or payments, re­
examine return for fiunl ettlement, Rn<l do mnn:r other things 
incident to the collection of income taxe ? The cost of floor 
space alone for the filing ca.·c~ contnining :30,000 return nn1l 
the correspondence relutiug thereto, is uo !'mall item, ami it 
continues from year to year. 

Of tlw S:JO,OOO taxpayer" relie>ed by my amendment fully 
200,000 would pny les~ than a dollar each, allll !)00,000 would 
pay lc~'< than ~2.Rl, the a>crnge tax for the entit e 830,0 0. 

Tlwre is not the ,'lig-htest doubt in my ruilul that it woul<l 
co. t n. great ckul more to collect the taxes from tl.Je r,oo,ooo 
men :mel women that pny from a few cent. to ~2.81 ea<=11 than 
the Government will recei\"e from them in income til.". If the 
Government actually lo~es money by taxing th<>se people with 
smnll income~. an<l it certainly doc:-:. why Rhonld we continue 
to force them to go to the trouble au<l C'Xpcu. e of making out 
income-tax returns nntl paying tllC taxes? They lll'l'll tl.Jis 
money to make ends meet, and we should not tnke it from 
them . imply to furnish employment to a lot of clPrk~. mcs~en­
her.'. ar.rl ius[)Cctors in the Internal Rc>enue Bureau. 

It i po~:-<il>le that the total taxt>s of the remaining 3.iO.OOO 
reliPved by my amendment may slightly exceed the ro~t of 
coliL'ction. hut I am confi1lent tbat tl1e small loR.' thn Govern­
Jtlent woul1l ~n~tain throo .. ·h the e.·em})tion of theRe ·:l;-)0,000 
men ancl women, who. e iucome taxes rnnJre bctwt'en Ji:2 .. 1 anrl 

:-.G:l, wonlcl be macle up in the gain from the exemption of tho 
uOO,OOO that pay less than 2. 1 eaeh. 

The Government cnn, therefore, exempt the 0utire 850,000 
bene1ieiurics of my nmendllH'llt without appre<:inl.Jle, if any, net 
lo~s of r<!,·enue. 

The lnternnl Rcn'nuc Bureau will, of course, opvose my 
ameudment, as they l.Jaye OillJOI'ed every move to re1luce the 
umnhcr of ineom<> taxpuy r!!, for its acloption wonld force ! 11e 
<li 't·har_!!e of p..l-:r.:iLlv fifteen hnndred or more of th<'ir E'lllillOy­
<'Cs. but 1 am uut one or those who f<'el tllat taxes ::-:honld he 
c-ol1cete1l ~imply to pro ·ide jobs for clerk:-:, however faithful 
uncl <'f11eh·nt they may he. 

Th" h0uorable Se<:rP.tary of the Trea~ury, ~Ir. ~Il'llon, iR of 
the opiuiou thnt JH yiw!' jncome tnx make. a man take deeper 
intm·e ... t in the Gover1 ment, itl::l policies and nctiYitie:-:, and that 
it iR, tlwrefore, unfortunate to reclnce the numhor of taxpa~·~rH. 
I wns rather shocked to hear the disting-uishe<l C'llairman of 
the l!'iuance Committee voke Rimi1ar ~o;eutiments on the 1looe 
of the Seuu tp a fe', cl:t) s ago. 

I \10 not believe, however, thE-re are mnny in thi~ Chamh<>r 
who feel that a mau will h<'come more pulriotic by bdng cle­
pri><>d UDilP.<:essttrily or money he sorely Ul'etls to support him­
self nn<l l.Ji~ family; and it <:ertainly is nuuee<\<;sury, to . ay the 
lea~t, to make ~lwh a man pay income tax when it eosts t11e 
Government more to collect it Uwn the tax amount.. to. 

It will h(> n~memlH.'r<.·d that Secretary 1\l~;>llcm oppo:-~ed the 
anwn<lm<~nt I iutrodnee<l in Oetol1 r, 1!121, provi<lh1~ for a 50 
per cent r<'<luction of the normal tax on earned iuc:omt':;;, he­
cuusP he then thought tile plan to make n <li~tinetion llet' <>en 
Parn<>d nud UJlNtrnNl inc·onJ('fi wn. not workuhl<'. Ou the 
sti·<>n~th of hi.· report my Hmeuument was defeuted by a :;;trict 
party >ote. 

T-wo ;\·Pars Inter RC'rrctnry :\Cellon auoptPd my plun bodily, 
exeE>pt a~ to the ver cent of reundion, and ineorporated it in 
the bill or plan that hore his name. 

The Parned income vroviHiou wn. pa~RNl by the last Con­
gre:-::-: without a <lis:-<>nting yote iu eitbeJ' Jlou~ . and it is now 
r<'gardecl ns a permun('llt _feature of our in('ome-tax RyAtem. 

\Vhrn the ~t~rctn l':V of the 'l'renRm·y iindR time to f-ituuy my 
Jlre. c'llt plnn to <'Xteml complet<> exemption to 8fl0.000 Rmull 
ta:qmy(•rR, I f(•ol Rure he will again change his mincl. 

In conclusion, I de.'ire to r<>peat tbat my amendment 1n 
effect rai. e., the per. onnl exemption to .'2,000 for Rin~le J1Cr­
RonH nml .:-1,000 for h<'n<ls of families nnd marri<>u person~ 
who~e n<>t Income~ <lo not e. c•ee<l the!'e nmonnts, without re­
(1ndng- or h1 any way chnngin~ the amounts to he paid hy other 
tu.·payer '. 

It "'ill wholly reliPve nhont g;;o,OOO men anrl women fr·om 
inc·om<' tax who woulcl htt ·c to pay mukr the revemw hill us 
r{'portctl hy the committc~c. 

'l'he inc·omes of tlw hPnPfidn.ri<>H of my amenameut rnn~e he­
tween !1\l,!iOO nml $2,000 t'Cir Etin~le perHon~..~ nn<l .:·:l,fiOO and 

4,000 for 1H'ncls of fnmilie. and mnrrie<l per:-:on~. TlH' ta.·e 
th 'Y v1·onlcl pay vary from a few ceuts to $.1.63, the n n'ruge 
bPi n::; ,;2.81. 

The gro!'ls rc>cltwtion in rC:Yt'nue receipts that wonld re~nlt 
from the ac1ovtion of my anl('udmcnt amount~ to only .;2,:mo,-
6~'>. and this will he largely, if not wholly, off:--ct by !'UYin~ in 
op ratin"' expenR<'S of the Internal RPvennc nureau. 

~I:v ameuclment will also ymt nn end to thr nnt'eonomienl, if 
not ·ab::;nrll, practice of requiring men anrl wnm<'n witb small 
ineomes to pa,y t.nxf's when the co~t of CCilleeUon N')Unls or cx­
(•Pecl~ the amount tllC'y puy. 

l\Iy amC'ndmcnt doe~ not in ony way conflict with the rccom­
meJHlatious of onr Ji'jnanC'C Committe<'; on tbl· cnntrary, it 
supvlt•ment~ the efforts of the conunittN' to e.·empt as Inrge 
n nnmhcr of v r~on. as po.·;~ihle from payment of any tnx: 
whatever. 

An~·oue who rE>!lcl In the ncwspnperR the inC'ome-tax a. se~s­
mpnts notic(•d vn~c after pa~c in the \Yashiugton pap<'rs show­
iug amonnt of tnx paid by JH'l'Silllf:l from 1% CC'nts Up to $;; .. 62. 
It wonl1l Io~e in 1 •yenuc to the GoYerument only two milium 
mul n half clollnr.~ ou<l it wonl<l ~uw tlw. e f\;";0,000 worthy 
people from a few cE>nt:-; to a few dollars. 'l'he Governml'nt 
will not Io~e nn. thing, he<"an-.:e it co:-;ts the Government to 
mak out the~c 8~0,000 tax retnrn more than the Gov rnm1•nt 
c nltl collect from tho tu"·pnycrH. 

'l'he Tren~nrr Department made n ::;tnt<'ment thnt it co~t 
nhout , u to audit tlw~t· income-tux ret urns, and thL wonlcl 
av<'l·a~~ ouly .,2.84 hctw ·en the clifl0.renc·c bPtween 1 1h C('nts 
aJHl :·5.G2. 

I hope thiR nmPIHllnPnt will be agrCf!tl to. 
'l'he PRI·~SIJH;~ ·T pro tcmiJOrc. The (Jtu~:::<thm is on agrt'l'ing 

to the RlllCJidmt•nt oiTcred by the Seuator from Georgia [1\Ir. 
IJAHR1B]. 

The ametulm<.'ut wus n•jcdcu. 
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1\Ir. :McKELLAR. I offer ari amendment, which I send to the 

desk. 
The PRESIDENT pro tempore. The clerk will report the 

amendment. 
The READING CLERK. On page 264, after line 21, to insert the 

following: 
DISTRICT COURTS 

Exclusive jurisdiction is hereby conferred upon the district courts 
of the United States to hear and determine, according to the rules o! 
equity, as in other cases where the sum invOlved exceeds $3,000, first, 
all claims of taxpayers hereafter arising for refunds 1 second, all 
claims of taxpayers hereafter arising for depletions and abatements; 
third. all claims for additional taxes claimed by the Government against 
any taxpayer, whatever the nature of the claim, when the amount is in 
exce. s of $3,000. 

No action shall be maintained under this section unless brought 
within the statute of limitations two years from the date of payment 
of the tax, or if brought by the Government two years from the date 
the tax became due : Prot:ided, That in all cases of fraud the action 
may be brought at any time within six years. Service of process upon 
the district attorney of the district in which the taxpayer resides, or 
his assistant, shall be binding upon the United States, and the district 
attorney shall defend all tax suits brought under this paragraph. All 
snits brought on behalf of the Government under this paragraph shall 
be brought by the district attorney of the district in which the tax­
payer resitles. The records of the Internal Revenue Bureau r especting 
such claims of taxes shall be sent to the district attorney in the event 
of a suit brought under this section and shall be available to the in­
spection of the taxpayer or his attorney. Appeals from the decision 
of the district judge are to be granted in accordance with the rules of 
practice in other equity cases arising in such courts. 

1\lr. Sl\fOOT. I do not know just what effect this would 
have, as to whether it would crowd the district courts or not. 
I think we had better accept the amendment and let it go to 
conference, and in the meantime find out what its effect 
would be. 

The PRESIDENT pro tempore. The question is upon agree­
ing to the amendment. 

The amendment was agreed to. 
The PRESIDEI'+."'T pro tempore. The bill is still in Com­

mittee of the Whole and open to amendment. If there are no 
further amendments to be proposed--

Mr. LA FOLLETTE. Mr. President, I suggest the absence of 
a quorum. 

The PRESIDENT pro tempore. The clerk will call the roll. 
The Chief Clerk called the roll, and th~ following Senators 

answered to their names : 
Ashurst Frazier Metcalf 
Bayard Gerry .Moses 
Blease Goff Neely 
Brou sard Hale Norbeck 
llutler Harreld Norris 
eameron Harris Nye 
Capper Hanison Odclie 
Copeland Heflin Overman 
Couzens Jones, Wash. Pepper 
Deneen Kendrick Phipps 
Dill Keyes Pine 
Edge King Ransdell 
Edwards La Follette RE-ed, Mo. 
lt'ernald McKeilar RE-ed, Pa. 
Ferris McLean Robinson, Ind. 
Fess McMaster Sackett 
Fletcher McNary Sheppard 

/ Shipstead 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Trammell 
'l'yson 
Walsh 
Warren 
'1\'atson 
Weller 
Wheeler 
Willis 

The VICE PRESIDENT. Sixty-five Se-nators having an­
swered to their names, there is a quorum present. The bill 
is still in Committee of the Whole, and open to amendment. 

Mr. KING. 1\Ir. President, I invite attention to page 265, 
line 19. I move to strike out the figures "$10,000," and to 
insert in lien thereof "$7,500," so that it will read: 

Each member shall receive salary at the rate of $7,500 per annum. 

The reference is to members of the Board of Tax Appeals. 
I want to say just a few words in support of this amendment. 

The members of the Board of Tax Appeals now receive, 
and have received since the organization of the board, $7,500 
per annum. Most of the members of the board are young men 
who were in the solicitor's office receiving $3,000 or $3,500 or 
perhaps as high as $4,500. Four or five of them were ex­
employees of the department who had gone out for the purpose 
of practicing before the department and engaging in tax col­
lections. They have been brought back into the department. 
They we1·e former employees of the department who never 
received to exceed $5,000 per annum. We gave them the same 
compensation that is paid to district judges of the United 
States in the most important districts and States of the Union, 
$7,500 per annum. Now we have lifted these young boys out 
of their jobs at $3,500 to $4,500 a year and made them mem-

bers of the Board of Tax Appeals and it ls proposed now to 
increase their salaries to $10,000 per annum. 

I think it is unfair. It may not be defended it seems to me 
by any Senator. I am willing that they shall receive the same 
compensation that is now received by the district judges of 
the United States, to wit, $7,500 per annum. This salary is 
more than is received by the judges of the supreme court of a 
majority of the States of the Union. Why these young boys, 
many of whom went into the bureaus as young boys 22 or 23 
years of age and have been there only a few years, should be 
transplanted to these positions and then receive more than the 
Federal judges of the United States, many of whom are law­
yers of distinction and character and ability and who have 
been practicing their profession for 20 or 30 years, surpasses 
my comprehension. I repeat that I do not think it can be de-­
fended, and it seems to me the Senate should unanimously 
reject the amendment tendered to the law and limit these men 
to the compensation which they are now receiving, $7,500 per 
annum. 

The VICE PRESIDENT. The question is on the amendment 
offered by the junior Senator from Utah. 

1\Ir. SMOOT. Let us have the yeas and nays. 
The yeas and nays were ordered. 
1\Ir. ASHURST. I would like to have the question stated. 
The VICE PRESIDENT. The question is upon the amend· 

ment of the junior Senator from Utah relating to the compen· 
sation of members of the Board of Tax Appeals, striking out 
$10,000 and inserting $7,500. The clerk will call the roll. 

The Chief Clerk proceeded to call the roll. 
Mr. COPELAND (when his name was called). On this 

matter I have a pair with my colleague, the senior Senator 
from New York [Mr. WADSWORTH]. If he were here he would 
vote "nay" and as I intend to vote that way, I am at liberty 
to vote. I vote "nay." 

Mr. FERRIS (when his name was called). I have a pair 
with the senior Senator from Kansas [Mr. CURTIS]. In his 
absence I withhold my vote. 

Mr. FLETCHER (when his name was called). I have a 
general pair with the senior Senator from Delaware [Mr. nu 
PoNT]. In his absence I withhold my vote. If permitted to 
vote, I would vote " yea." 

Mr. McLEAN (when his name .was called). I have a pair 
with the Senator from Virginia [Mr. GLASS]. In his absence 
I withhold my vote. 

Mr. PEPPER (when his name was called). I transfer my 
pair with the junior Senator from New Mexico [Mr. BRATTON] 
to the junior Senator from Minnesota [:Mr. ScHALL] and vote 
"nay.'' 

The roll call was concluded. 
Mr. BLEASE. Making the same announcement as to my 

pair with the junior Senator from Missouri [Mr. WILLIAMS], 
I withhold my vote. 

Mr. McLEAN. I transfer my pair with the Senator from 
Virginia [Mr. GLAss] to the Senator from Vermont (Mr. 
GREEXE] and vote "nay." 

Mr. McNARY. I again announce my pair with the Senator 
from Maryland [Mr. BKGCE]. I am advised that if he were 
present he would vote as I intend to vote. I vote "nay." 

Mr. JONES of Washington. The senior Senator from Kan­
sas [Mr. CURTIS] is detained from the Senate on account of 
illness. He is paired with the junior Senator from Michigan 
[Mr. FERRIS]. 

I desire to announce the following general pairs: 
The Senator from Iowa [Mr. BROOKH~T] wiih the Senator 

from Arkansas [1\Ir. CARAWAY]; 
The Senator from Maine [Mr. FER:V.ALD] with the Senator 

from New Mexico [Mr. JoNES] ; 
The Senator £rom Connecticut [Mr. BmGHAM] with the Sena­

tor from Nevada [Mr. PITTMAN] ; 
The Senator from Colorado [1\:lr. UEA ~s] with the Senator 

ft•om Texas [Mr. MAYFIELD]; and 
The Senator from Illinois [Mr. McKINLEY] with the Senator 

from Virginia [Mr. SWANSON]. 
The result was announced-yeas 19, nays 41, as follows : 

YEAE-19 
Couzens Kendrick Nye Trammell 
Dill Ki Overman Tyson 
Frazier Uc

0
Ifellar Reed, Mo. Walsh 

Harreld Neely Sheppard Wheeler 
Harris Norris 1:>.1ipstead 

N.A.YS-41 
Ashurst Deneen Heflin Metcalf 
Bayard Edge .lones, Wash. Moses 
Broussard Edwards Keyes Norbeck 
Butler Fess J,a Follette Oddle 
Cameron Gerry McLean Pepper 
Capper Gotr McMaster I'hipps 
Copeland Hale McNary Pine 



3882 CONGRESSIONAL RECORD-SEN ATE FEBRUARY 12 
RnnsdPll 
Reed, 1:'a. 
Rolliilson, Ind. 
Sackett 

Shortridge 
Simmons 
Smith 
Smoot 

Stanfleld 
Warren 
''-'atson 
WeBer 

NOT VOTING-36 
Bingham Dale Gooding 
Blettse du Pont Greene 
Borah Ernst Harrison 
Bratton Fernald Howell 
Brookhart Ferris Johnson 
Bruce Fletcher Jones, N.Mex. 
Caraway George Lenroot 
Cummins Gillett McKinley 
Curtis Glass Mayfield 

So Mr. KING's amendment was rejected. 

Willis 

1\Ieans 
Pittman 
Robinson, Ark. 
Schall 
Stephens 
Swanson 
Underwood 
Wadsworth 
Williams 

1\fr. KING. Mr. President, I submit the amendment which 
I end to the desk and ask for its adoption. 

The PRESIDING OFFICER. The amendment will be 
stated. 

The CHIEF CLERK. On page 93, after line 8, insert the fol­
lowing: 

Deductions for the amortization of facilities constructed, erected, 
installed, or acquired on or after April 6, 1917, for the production of 
articles contributing to the prosecution of the war against the Ger­
man Government shall not be allowed in cases where the facility 
acquired was an operating plant when acquired by the taxpayer, in 
cases where the construction, erection, installation, or acquisition of 
the facUlty was contracted for prior to April 6, 1917, nor in cases in 
which such amortization was not claimed at the time of filing the 
return of the taxpayer for the years 1918, 1919, 1920, or 1921. 

No deduction for the amortization of facilities retained in postwar 
use by the taxpayer in excess of the difference between the cost of 
such facility and the cost of replacing such facility on March 3, 1924, 
shall be allowed unless such facility consists of a single indivisible 
unit, the size of which exceeds the taxpayer's postwar requirements, 
when future requirements are duly considered. In case the facility 
upon which amortiZation is claimed is a single indivisble unit, the 
size of which exceeds the taxpayer's postwar requirements, when 
future requirements are duly considered, the amortization allow­
able shall be the dillerence between the cost thereof and the March 3, 
1924, cost of acquiring a facility of size adequate to meet the tax­
payer's postwar requlr~ments. 

All allowances of deductions from the income of 1918, 1919, 1920, 
and/or 1921 for the amortization of war facilities heretofore made in 
cascs in which a final determination of tax has not been made upon 
the approval of this act and in cases pending before the Board of Tax 
Appeals shall be redetermined in accordance with the provisions of 
this section. 

Mr. KING. Mr. President, the purpose of the amendment 
which I have offered is to make certain the deductions for 
amortization of war. facilities, as authorized by the revenue 
act of 1918, as amended by the revenue act of 1921, and to 
rectify the abuses which have been manifested in the admin­
istration of amortization allowances by the Bureau of Internal 
Revenue. The original act provided that in the case of build­
ings, machinery, equipment, or other facilities constructed, 
e1·ected, installed, or acquired on or after Aplil 6, 1917, for the 
production of articles contributing to the prosecution of the 
war against the German Government, a reasonable deduction 
for the amortization of such part of the costs of such facili­
ties as had been borne by· the taxpayer should be made, but 
not including any amount otherwise allowed by a previous act 
of Congress as a deduction in computing net income. · 

For the years 1918, 1919, 1920, and 1921 the statute author­
ized corporations whose war activities bad come within its pro­
visions to file claims for reasonable allowances for the amorti­
zation of the cost of war facilities. The revenue act of 1921, 
however, amended the provisions of the law governing amorti­
zation deductions and provided that deductions for amortiza­
tion of war facilities should be allowed against the gross in­
come for any taxable year ending before March 3, 1924, jf 
claim for amortization had been made at the time of the filing 
of corporation returns for any of the taxable years 1918, 1919, 
1920, or 1921. The act of 1921 further authorized the com­
mis~ioner at any time prior to March 3, 1924, at the request 

of the ·taxpayer, to reexamine the return, and if he found as 
a result of an appraisal or from other evidence that the de­
duction originally allowed was incorrect, the 'income, war­
profits, and excess-profits taxes for the year or years affected 
shall be _red~termined and the amount of tax due upon such 
redetermmation, if any, should be paid upon notice and de­
mand by the c?llector, or the amount of tax overpaid, if any, 
s~ould be credited or refunded to the taxpayer in accordance 
With the provisions of section 252 of the re\enue act. 

The total amount of amortization which had been allowed 
by the amortization engineers up to April 25, 1925, was $596,· 
934,813, and claims amounting to an additional amount of 
$75,171,169 were pending on that date. 

The staff of the investigating committee has examined all 
allowances for amortization exceeding $500,000. The allow­
anc~s excee~g $500,000 aggregated $425,921,945 on April 25, 
192o. Of this amount the allowances in cases which are still 
open for reconsideration aggregate $253,120,717 and the balance 
can not be reconsidered because of statutory inhibition. 

The committee staff found that in the case of allowances ex­
ceeding $500,000 allowances aggregating • 210,665,360 were con· 
demned by the rulings of the solicitor. Of this amount the rec­
ommendation of allowances aggregating $71,127,669 is barred 
by statute, but improper allowances aggregating $139 537 691 
are ~volved in cases in which the tax has not been fln~lly' de­
termmed but in which the amortization claim has been passed 
upon by the engineers of the bureau. As the tax has not been 
determined, the tax on $139,537,691 on improper amortization 
allowances in cases involving more than $500,000 can still be 
saved in addition to the tax upon similar improper allowances 
in cases involving less than $500,000, the amoUn.t of which we 
do not know. 

Under the amortization provisions as amended by the act 
of 1921, which vested in the commission discretionary power 
to reopen and reexamine returns to find if deductions there­
tofore made were incorrect, additional claims for amortiza­
tion were filed by the group of corporations whose separate 
claims exceeded $500,000, which increased the amount claimed 
by this group from $331,527,046.18 to the amount of $635,934,-
023.16, or to nearly double the amount which had been origi­
nally claimed. I desire to bring to the attention of the Senate 
some instances of the manner in which these claims were 
increased when the act authorized the commissioner to reex­
amine the returns. The Air Reduction Co. increased its 
claim from $541,839.96 to $1,126,658.95. The Allen Wood, Iron, 
& Steel Co. increased its claim from $566,185.50 to $2,817,232.05. 
The Allegheny Steel Co. increased its claim from $201,375.94 to 
$718,7'01.10. The Allis Chalmers Manufacturing Co. increased 
its claim from $598,90 .61 to $1,573,171.59. The Aluminum 
Co. of America increased its claim from $6,825,697.36 to 
$18,268,435.82. The Atlantic Refining Co. increa eel its claim 
from $3,498,676.88 to $9,293,733.28. The Colt Patent Firearms 
Co. increased its claim from $2,871,036.92 to $6, 73-!,144.25. The 
EJ. I. du Pont de Nemours Co. put in a claim for $17,000,000. 
The Bethlehem Steel Co. put in a claim for $48,000,000. The 
United States Steel Co. put in a claim of $86,411,952.61. These 
figures indicate the amount of claims put in a few cases and 
illustrate the manner in which claims which had been filed 
in 1918, 1919, 1920, and 1921 were subsequently inflated under 
the provisions of the act of 1921 which allowed the commis­
sioner to reexamine amortization returns and redetermine 
amortization deductions. 

In a group of 24 corporations, amortization deductions were 
allowed in the sum of $30,520, 23.23, which resulted in tax 
refunds in the sum of $5,417,886.88, credits against future taxes 
in the amount of $1,516,987.74, and tax abatements in the sum 
of $4,522,155.44, producing total refunds credits and abate­
ments of taxes in the sum of $11,457,030.06 for this small group 
of corporations. 

I ask that this table be inserted in the RECoRD as a part of 
my remark. 

There being no objection, the table was ordered to be printed 
in the RECORD, as follows : 

Details of the re(U-tld~ and alJatement of taxes for 0011Joratlo-ns in tlws group. 

Name and address of taxpayer 

Camden Forge Co., Camden, N. J --------------------------------------------­
International Motor Truck Corporation, New York City~------------------- -­
Sharon Steel Hoop Co., Sharon, Pa--------- ----------------------------------­
Standard Shipbuilding Co., Shooters Island, N. Y -----------------------------

Do __________________________________ ---------------------------- __ .--------
1 Also on arcount of increase in invested capital. 

Overassessments granted on account of amortization allowan003 

Amount of 
amortization Refunds Credits Abatements 

$1, 336, 829. '1:1 $432,307. 25 $65, 153. 14 $82, 369. 23 

~~ ~~: ~ -------2~;943:76- ================== -------~~~~~~~-
1, 218,871. 67 58, 024.. 02 ------------------ 111,184.43 

912, 04.3. 09 113,860.08 ------------------ 161, 4.25. 09 

Total 

$579, 829. 62 
615, 203. 03 
268,943.76 
169,208.45 
275,285.17 
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Details of the t·efun(ls and abatement of ta:r.es for corporations in this group-Continued 

Name and address of taxpayer 

Overassessments granted on acoount of amortization allowances 

Amount of 
amortization Refunds Credits Total 

J. G. Brill Co., Sixty-second and Woodlawn, Philadelphia, Pat________________ $552,513.66 ------$-2Si,-ss9:25_ -_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_-_______ $_660 ___ ._s_66 __ ._9_s__ $660,866.98 
Avery Co., Peons. lli.t _ ------------------------------------------------:.______ 392, ~27. 40 287,359. 2.1) 
Clevruand Worsted Mills Co., Cleveland, Ohio 1

• __ ---------------------------- 195,355. 26 ------------------ ------------------ 422,438.88 422,438.86 
Pratt & Whitney Co., 111 Broadway, New York City _____ -------------------- 342,626. ~0 253,253.64 ------------------ -------------- --- - 2.53, 25.3. M 
The Barrett Co. of New Jersey, New York City 1 __ ---------------------------- 478,065. 62 178,584. 17 ------------------ 559, 184. 90 737,769.07 
Morse Dry Dock & Repair Co. , Brooklyn, N. Y ------------------------------- li68, 316.17 268,002.65 ------------------ ------------------ 268,002.65 
Federal Steamship Corporation, 78 Broad Street, New York City a_ ____________ 125, «4. 47 754,132.56 _____ ------------- ------------- -- --- 754, 132. 58 
Dravo Contracting Co.,. Pittsburgh, Pa.•--------------------------------------- 158,869.66 -------- --------- - $206,439.11 43,488.80 249,927.91 
Weirton Steel Co., Weirton, W. Va_ ------------------------------------------- l, 320,063.00 270,718.97 532,080.42 ------------------ 802,799.39 
Alan Wood, Iron & Steel Co., Philadelphia, Pa_ ------------------------------- 1, 705, 726.40 452, 171.86 45, 390.05 14,530. 34 512, 092.25 
National Acme Co., Cleveland, Ohio___________________________________________ 643,876.24 198,862.71 156,599.64 ------------------ 355, ~62. 35 
Aluminum Oo. of America, Pittsburgh, Pa----------------------------------- __ 10,378,778. 56 298,570.21 510,044. 21 ------------------ 808,614.42 

Do ________ __________________________ ---------------------------------- _____ 5, 066, 739. 29 692, 663. 46 ------------------ ------------ ___ ___ 692, 663. 48 
Rawling & Harnischfeger Co., Milwaukee, Wis.'._----------------------------- 381, OW. 70 ------------------ ------------------ 365,830. 27 365,8:30. ?:f 
Stewart Warner Speedometer Corporation, Chicago, rn.e_______________________ . 425,310. 09 ------------------ ------------------ 428,980.49 428,980.49 
Great Lakes Engineering Works, Detroit, Mich._______________________________ 49G, 826.72 ----------------- ------------------ 205,261.37 265,261.37 
Andrews St~el Co., Newport, Ky ---------------------------------------------- 1, 484,343.93 783,977.28 ------------------ ------------------ 783,977.28 
PPet Bros. Manufacturing Co., Kansas City, Kans.&--------------------------- 410,868.88 106,455.01 1, 281. 17 320,459. 71 428,195. 89 
Munson Steamship Line, New York CitY-------------------------------------- 783,473.94 ------------------ ------------------ 670,931.04 570,931.94 

j----------~-----------:l----------~-----------!-----------
30, 520,823. 23 5, 417,886. 88 1, 516,987. 741 4, 522, 155. « 11,457,030. 06 

t Also on account of increase in invested capital. 
1 Also on account of depreciation allowance of $229,807.92. 
a Also on a~unt of ntiscellaneous deduction allowed in the amount of $602,103.06 

~ Also on account of applying 1919loss of $485,839.76 against t917 income 
6 Also a deduction for enor in computing inventories. 
6 Also increase in invested capital. 

Mr. KING. The total amount of such refunds, credits, and · should be done for the protection of the Government and to 
abatements made under the discretionary power given the retrieve some of the · taxes which have been lost or remitted be­
commissioner to 1·eopen claims for amortization is not forth- cause of the maladministration of the law. 
coming. or, rather, has not been made public. If the time per- The largest single claim for amortization was that filed by 
mitte<l, the commissioner should be requested to furnish this the United States Steel Co., in the sum of $86,411,952.61, of 
information to Congress, so that it could be considered in con- which the commissioner allowed $55,063,312.60. This case is 
nection with the amendment I have proposed. not technically closed, and it is asserted that not more than 

The most vicious thing in connection with this whole amor- $27,136,899.99 may properly be allowed. The allowance made is 
tization question has been that the law was left wide op{'n as dot~ble t~at which should have been made, and the amount 
to the discretion of the com:nissioner in allowing amortization claimed Is about treble that to which the Steel Corporation 
deductions and redetermining and adjusting taxes for the years was entitled. 
from 1918 to 1924:. The actual administration of the law has The Steel Corporation has been given allowances coveting 
been left to section chiefs and subordinates. each of whom the amortization of the costs of facilities which were con­
seems to have pursued his own particular method of fixing up tracted for, and in some cases installed prior to, April 6, 
these claims. No such control was exercised by those in au- 1917, the date fixed by Congress for the initiation of amortiza­
thority \Yhich would have brought uniformity or equality in the tion claims. The Steel Corporation was allowed amortization 
administration of the act. Oases were settled upon flagrantly in the specific amount of $2,789,185.49 on account of common­
inequitable bases by which the Government was defrauded of carrier railroads, whose stock it owned, notwithstanding the 
millions of dollars of taxes and the grossest kinds of inequitles fact that the law did not contemplate amortization of the 
perpetrated as between corporate taxpa;',•ers. cost of railroad construction or equipment, and notwithstand-

The ingenuity of crafty accountants was enlisted to the lng the fact that the United States District Court for the 
limit to present inflated claims in the most plausible aspect, Eastern District of Virginia had ruled in Hampton and Langley 
and the most skillful tax agents obtainable were permitted to Field Railroad Co. v. Noel, collector (300 Fed. 438), that the 
haggle and negotiate for the settlement of these claims with claimant railroad company was not entitled to amortize the 
the less expert or indifferent employees of the Government. cost of its road between Hampton and Langley Field, Va. 
Facilities having no relation to each other were lumped to- These United Sta.tes Steel Co. railroads were allowed amorti­
gether in amortization claims which made it impossible to zation merely because their stock was owned hy the Steel Cor-
consider the clnim of any pa1·ticular facility or equipment for poration and for no other reason. . 
amortization as a war facility. It was not until August, 1923, A group of six other corporations owning the stock of com­
that a ruling was handed down by the then Solicitor of In- mon-carrier railroads were also improperly allowed amortiza­
temal Revenue in the J. I. Case Threshing 1\fachine Co. case, tion deductions in the sum of $1,557,036.30. 
which held that a claimant corpomtion was not entitled to Another group of four corporations was allowed amortiza­
the amortization of so-called war facilities which had been tion deductions in the sum of $2,418,755.99 covering pipe lines, 
continued in full use since the war, and which had, in fact, which was also a subject of amortization not included in the 
been added to and expanded to accommodate the postwar law. 
business of the company. Even this ruling was not published Another group of eight corporations was allowed nmortiza­
until November 3, 1924, which was nearly 15 months after the tion deductions on dwelling houses in the sum of $4,426,821.67. 
decision was made and eight months after the expiration of Another group of 1J corporations was allowed amortization 
the period within which redetermination of amortization al- deductions on tank, refrigerator, and gondola cars in the sum 
lowances could be made, which had been fixed by the act at of $4,777,917. 
"March 3, 1924. The decision in this case, while wholesome in Another group of 16 corporations was allowed amortization 
itself, was rendered nugatory as far as its application to other on the value of land in the sum of $2,664,007 .71. It certainly 
cases was concerned by the lassitude or willful negligence was not intended by Congress that amortization covering the 
of officials in the bureau in failing to publish the decision depreciation of land values should be deducted from gross in­
and make it available for application in other cases pending come, thus avoiding the payment of taxes on the amount 
in the bureau and for the information of the public. In cases deducted. If this had been the intent of Congress, every 
involving allowances of over $500,000 made by the appraisal farmer in the Middle West or in other parts of the country 
section up to April 30, 1925, amortization deductions in the who purchased land at inflated values to produce crops 
sum of $425,921,945.92 had been allowed, of which more than for war uses, and who sustained losses by reason of the set­
$210,000,000 consist of allowances which can not be supported tling of these land values to more normal levels, cor1ld claim 
by the solicitor's opinion or justified upon sound engineering amortization deductions. 
principles. 'l1he foregoing examples of improper and, indeed, illegal 

In the group of corporations which received amortization allowances were discovered by the staff of the committee ap­
aHowances of $500,000 or over there are $253,120,717.15 of these pointed by the Senate to investigate the Bureau of Internal 
allowances involved in cases which are in such legal status Revenue. The specifications of these cases will be found in 
that they may be reopened and the findings corrected. This the printed report of the committee. They were found among 
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the cases in which allowances in excess of $500,000 hau been 
made. There were only 168 corporations in this class. The 
total number of corporations filing claims was 3,334. 

The manipulation of the accounts of the United States Steel 
Co .• and the improper allowances made for the benefit of thal 
corporation alone deprived the Government of over $21,000,000 
in taxes. 

The discovery and revelation of the facts as affecting the 
amortization allowances made to the United States Steel Cor­
poration presented such a flagrant case of abuse of the law, 
that the present Solicitor of Internal Revenue in a well-rea­
soned opinion announced and published October 26, 1925, re­
opened the case involving the United States Steel Corporation's 
clain1s for amortization and announced more rational and 
sound principles for the determination of these claims in pur­
suance of which it is hoped that $27,000,000, or one-half of the 
amount heretofore allowed, will be vacated in the final award. 
But the redetermination of the case of the United States Steel 
Corporation does not mean that other cases will be reopened 
or that this opinion will be effective to correct and vacate the 
great volume of improper amortization allowances which are 
known to have been made or to retrieve for the Government 
tens of millions of taxes of which it has been deprived by an 
improper and, indeed, illegal application and administration 
of the law. 

In the casoo where corporations installed facilities or equip­
ment for the production of war materials, and found upon the 
conclusion of the war that these facilities were not adapted to 
use in the regular peace business of the corporation, and the 
corporation bas in fact discarded such facilities, there can be 
no question but that the corporation, under the law, was enti4 

tied to amortize the cost of such equipment, less its salvage 
value. And where this has been done and the allowance 
of a corresponding amortization deduction h.1s been made from 
otherwise taxable income, no que tion has been raised as to 
the propriety of such deduction. The committee investigating 
the Bureau of Internal Revenue diC' not question any such 
deductions. But in cases where corporations have merely 
abandoned old, worn-out, and obsolete equipment, or have 
bought up the plants of competing corporations . to put them 
ott: of busine~s. and thus be rid of their competition, or have 
merged and consolidated existing plants and structures in . 
one ownership, in none of which cases was the productive 
capacity of the country increased for the service of the war, it 
can not be said that amortization deductions are proper in 
these cases under the guise of amortizing the cost of increased 
war facilities. Some of these combinations of corporate pro~ 
erties were taken over at their values as going concerns, and 
these properties were then scrapped at their salvage values, 
and a claim put in for amortization of the difference in these 
values, although the action taken contributed in no wise to 
the prosecution of the war as such, aLd the expenditure or cost 
of the properties was in no wise the cost of new, additional, or 
increased war facilities. 

Practically all of the corporations making claims for amor­
tization allowances extended their regular plant and equip­
ment during the war years. These expansions, however, were 
in the nature of extensions of the normal facilities and equip­
ment of the corporation and resulted merely in an enlarged 
capacity for the production of commodities within the regular 
line of the corporate activities. In many of these cases the 
corporations concerned have not only continued in use in their 
regular postwar business the facilities and equipment the 
cost of which they have been allowed to amortize, but they 
bave actually added new equipment and structures of the 
same character to accommodate their postwai' business. The 
facts show that the production of many of the corporations 
involved in these amortization claims bas been increased and 
is increasing. The United States Steel Corporation, for exam­
ple, since the close of the war has made capital charges under 
the bead of new plant expenditures which have exceeded its 
war expenditures under the same head. In many cases facili­
ties claimed to be amortizable because of excess capacity have 
been duplicated by additions to plant made since the war. 

The .Atlas Crucible Steel Co., for example, was allowed 
amortization deductions based upon alleged surplus capacity 
resulting from war expansion, although this corporation had 
in fact increased it: postwar capital expenditures for facili­
ties of the same natul'e upon which amortization was claimed 
and allowed. 

The Firestone Tire Co., for further example, claimed amor­
tization because of an alleged surplus of capacity resulting 
from war expansion, notwithstanding the fact tbat this cor­
poration had large postwar capital expenditures to increase 
plant capacity. 

The Aluminum Co. of Anlerica had greater production in 
1923 than it hau in 1919, yet this company has been allowed 
amortization deductions from otherwise taxable income in the 
amount of $15,389,614.39, based upon a finding of 44 per cent 
surplus capacity. 

I will not enter into a discussion of the technical rules and 
ratios of normal costs to war costs which haVE been applied 
by . ome bureau engineers in determining amortization claims 
submitted to them except to quote this observation fi·om the 
report of the committee which investigated the bureau: 

Each individual engineer appears to have been permitted t.o follow 
his own whim as to whether a taxpayer should be allowed the Joss 
due to reduced replacement costs in addition to the Joss due to 
reduced value in use. Some engineers followed the consistent poUcy 
of allowing amortization upon both reduced value in use and reduced 
replacement costs. Some engineers allowed amortization for reduced 
value in use only when it exceeded the loss due to reduced replace­
ment cost, and in such event applied the value-in-use percentage to 
the war cost. Other engineers appe!lr to have flitted from one school 
of thought on this subject to the other. Thus the amortization deter­
mination in the Aluminum Co. of America casE> and in the United 
States Steel case was made by the same engineer, but in the steel case 
amortization was based on both loss of use and on reduced replacement 
cost, while in the Aluminum Co.'s case it was base~ upon loss of use 
only. 1 

In many cases estimates of future production for a portion 
of the postwar period have been made and applied when the 
facts as to the actual production for the yearfj involved in the 
estimates and showing present use of the alleged surplus facili­
ties have been ignored by the engineers passing upon the claims 
for amortization allowances. Ca es of this character are those 
of the Allis-Chalmers Ma.nufacturing Co., Aluminum Co. of 
.America, .American Rolling Mills Co., Bartlett-Hayward Co., 
and Colorado Fuel & Iron Co. 

In some cases normal postwar capacity requirements of cor­
porations has been based upon the single year 1921, which is 
known to have been a poor year, and available facts as to in­
creased production in 1922, 1923, and 1924 have been ignored. 
Cases of this kind are the .Allen Wood ITon & Steel Co., the 
.A.lleghaney Steel Co., Atlas Crucible Steel Co., and Camden 
Forge Co. 

The conclusion of the committee upon these matters was thus 
stated in their report: 

It is therefore our position that there is no legitimate basis for the 
amortization of anything, except the loss on discarded facilities and 
the excess war cost of facilities retained in use, unless the facillty 
retained in use is a single unit of excess size, in which case the amorti­
zation should be the .difference between the cost and the postwar cost 
of reproduction of a facility of size adequate to meet the peak demands 
of the business when reasonable future expansion is duly considered. 

The report also contains this general conclusion: 

.An examination of every large amortization allowance fails to show 
a single case where amortization was allowed for the loss of value 
in nse because of an excess number of units in which the facilities, 
held to constitute a valueless surplus of capacity would not be ooner 
or later absorbed as replacements. 

The amendment which I submit is intended to correct the 
maladministration of the amortization provisions of the law 
which have been found to exist by the investigation by the 
Senate committee charged with that duty. 

The amendment provides that deductions for amortization 
shall not be allowed with respect to any facility not con­
structed or contracted for prior to .April 6, 1917; to any facil­
ity which was an operating plant when acquired by the tax­
payer; to cases in which amortization was not claimed in the 
return filed by the taxpayer for the years 1918, 1919, 1920, or 
1921; to any facility retained in postwar use by the taxpayer, 
except as to the difference between the cost of such facility 
and tb~ cost of replacement of same as of March 3, 1924; or 
to cases in which the facility consists of a single individual 
unit the size of which exceeds the t..·u.-payer's postwar require­
ments, in which case the future capacity requirements are to 
be considered, and the amortization allowed shall be the dif­
ference between the cost of such facility and the cost as of 
March 3, 1924, of acquiring a facility of proper size to meet 
the taxpayer's postwar requirements. 

The amendment further provides that all deductions from 
the gross income of corporations for the years 1918, 1919, 
1920, or 1921 on account of the amortization of war facilities 
which have heretofore been allowed, but in which a final de­
termination of the tax has not been made at the date when 
the pending bill becomes an act, or whi<:h are pending before 
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the Board of Tax Appeals on said date, shall be redetermined mittee amend.riient with reference to inheritance taxes on pages 
in accordance with the provisions of the amendment. 208 to 212, as amended. 

This amendment has been drawn advisedly and for the Mr. SMOO:r. The question is as to whether we shall concur 
definite purpose of correcting abuses of the administration in the committee amendment or not. 
of amortization allowances, which have been actually found The VIOE PRESIDENT. Yes. 
by the investigation of the Senate committee. The amendm.ent Mr. DILL. What I desire to know is if I vote "yea" do I 
is designed to protect the eiovernment, to equalize amortlza- vote to abolish the Inheritance tax, or if I vote " nay " do I 
tion allowances between corporate taxpayers, and to retrieve vote to abolish the inheritance tax? 
for the Treasury many millions of revenues of which the Gov- Mr. REED of Pennsylvania. A vote "yea" is in favor of 
ernment has been illegally deprived. I commend the amend- the repeal of the inheritance tax. 
ment earnestly to the Senate. No partisan considerations Mr. DILL. That is what I want to know. . 
are involved. If the amendment be viewed wholly fro~ the The Chief Clerk proceeded to call the roll. 
standpoint of equity and justice and a vindication of the nghts Mr. NORRIS (when l\1r. BROOKHART's name was called), The 
of the Government, the reasons calling for its enactment are junior Senator from Iowa [Mr. BROOKHART] is paired with the 
convincing and conclusive. junior Senator from Arkansas [Mr. CARAWAY]. If the Senator 

The VICE PRESIDENT. The question is on agreeing to the . from Iowa were present he would vote "nay." 
amendment proposed by the junior Senator from Utah. .l\Ir. JO~S of Washington (when the name of 1\Ir. CuRTIS 

The amendment was rejected. was called). The Senator from Kansas [1\Ir. CURTIS] is neces-
The VICE PRESIDENT. The bill is still in Committee of sarily absent on account of the condition of his health. He is 

the Whole and open to amendment. If there are no further paired with the Senator from Michigan [Mr. FERRIS]. If he 
amendments to be proposed, the !Jill will be reported to the were present, the Senator from Kansas would vote "yea." 
Senate. 1\Ir. FERNALD (when his name was called). I have a gen-

The bill was reported to the Senate as amended. eral pair with the senior Senator from New Mexico [Mr. 
The VICID PRESIDENT. Separate votes have been reserved JONES]. I transfer that pair to the senior Senator from Ver­

on amendments relating, first, to the estate tax on page 170, mont [Mr. GREENE] and vote "yea." 
by the Senator from New Mexico [Mr. B:&ATTO~]; second, Mr. FERRIS (when his name was called). I have a pair 
to the admission tax on page 224, by the Senator from Utah with the Se:nator from Kansas [Mr. OURTIS]. If I were allowed 
[1\Ir. SMOOT]; third, to tbe amendment after line 10, on page to vote, I should vote "nay." I withhold my_ vote. 
334, by the Senator from Washington [Mr. JoNES]. Is a sepa- Mr. FLETCHER (when his name was called). I have a gen­
rate vote desired by any other Senator on concurring in any eral pair with the Senator from Delaware [Mr. DU Po~T]. As 
other amendment made as in Committee of the Whole? he would vote as I shall vote on this question, I am at liberty 

Mr. KING. If upon examining the RECORD it shall be dis- ; to vote. I vote "yea." 
covered that there are other votes that were reserved, wlll 1 Mr. HOWELL (when his name was called). I have a pair 
our failure to so announce now preclude us from asking for a ' with the senior Senator from Kentucky [Mr. E&NsT] and 
separate vote? therefore withhold my vote. If I were allowed to vote, I should 

The VICE PRESIDENT. No. If no other separate vote is vote "nay." 
desired, the question will be taken upon concurring in the Mr. NORRIS (when Mr. JOHNSON's name was called). I 
amendments made as in Committee of the Whole upon which desire to announce that the Se,nator from California [Mr. 
no separate vote is reserved. . JoH NSON] is unavoidably absent. He is paired with the Sen-

Mr. OVERMAN. I ask for a separate vote on the question ator from Arkansas [l\!r. ROBINSON]. If tho Senator from 
f raising the taxes on corporations from 12% per cent to 13% California were present, on this question he wculd vote " nay." 

r cent. Mr. McNARY (when his name was called). I have a pair 
Ir. REED of Pennsylvania. In that case I ask for a sepa- with the Senator from Maryland [1\Ir. BRUCE]. Not knowing 

rate vote on the repeal of section 700, the capital-stock tax how he would vote, I withhold my vote. If permitted to vote, 
provision. I should vote "nay." 

Mr. NORRIS. I think we ought to have a separate vote on Mr. PEPPER (when his name was called). On this question 
the committee amendment regarding the inheritance tax. I have a pair with the junior Senator from New Mexico [Mr. 

Mr. REED of Pennsylvania. That has been reserved by the BRATTON]. I am informed that if present he would vote as I 
Senator from New l\Iexico [Mr. BRATTON]. intend to vote. Therefore I vote. I vote "yea."" 

~Ir. NORRIS. Very well. The roll call was concluded. 
The VICE PRESIDENT. If there is no objection, the ques- Mr. JONES of Washington. I desire to announce the fol-

tion will be taken on concurring in the amendments upon which lowing pairs : 
no separate vote bas been asked. Hearing no objection, it is so The Senator from Illinois [Mr. McK.rnLEY] with the Senator 
ordered, and the amendments made us in Committee of the from Virginia [Mr. SwANSON]; 
Whole upon which no separate vote has been reserved are con- The Senator from Colorado [Mr. MEANS] with the Senator 
curred in. The question now is on concurring in the amend- from Texas [Mr. MAYFIELD]; and 
ment to the estate-tax provision on page 170, a separate vote The Senator from Connecticut [Mr. BINGHAM] with the 
on which was reserved by the Senator from New Mexico [Mr. Senator from Nevada [Mr. PITTllofAN]. 
BRATTON]. :;\Ir. SIMMONS. I have been requested by the Senator from 

Mr. ASHURST. I call for the yeas and nays. Arkansas [1\Ir. RoBINSON] to announce that if he were present 
The yeas and nays were ordered, and the Chief Clerk pro- he would -vote ' '- yea." 

reeded to call the roll and Mr. AsHURST answered in the affirm- Mr. NEELY. On this question I am paired with the senior 
ative. . . . Senator from New York [Mr. WADSWORTH]. If he were pres-

1\ir. DILL. 1\Ir. President, Wlll the Ohair state the amend- ent, he would vote "yea," and if I were at liberty to vote I 
ment so we may know what we are voting on? should vote "nay." 

The VICE PR:ffiSIDENT. The clerk will state the amend- Mr. BLEASE. I am paired with the junior Senator from 
ment. Missouri [Mr. WILLIAMS]. If he were present, he would vote 

Mr. SIIUMONS. That would involve the reading of a very "yea," and 1 should vote "nay." 
long amendment. Mr. JONES of Washington. The senior Senator from Wis-

Mr. McKELLAR. May not the Vice President state the consln [1\Ir. LENBOOT] is necessarily absent. If he were present 
amendment? and voting, he would vote "nay." The Senator from Vermont 

1\Ir. HEFLIN. Some one can explain it briefly. [Mr. DALE] is aLso necessarily absent. If he were present, he 
Mr. ASHURST. No one can explain it . now, because I would vote "yea." 

have responded to the roll call. The Cha1r can state the Mr. HEFLIN. l\ly colleague, the senior Senator from Ala-
amendment, of course. bama [1\Ir. UNDERWOOD], is unavoidably absent. If he were 

Mr. DILL. We ha-ve a right to know which way to vote. present he would vote" yea." 
Mr. REED of Missouri. I call for the reading of the Mr. HOWELL. As I have stated, r have a pair with the 

amendment. . senior Senator from Kentucky [1\Ir. ERNST]. I find I can 
Mr. REED of Penns~Ivania: A pomt of order. The roll transfer that pair to the Senator from Wisconsin [Mr. LEN­

call has commenced. It IS not m order now to read the amend- BOOT]. I make that transfer and vote "nay." 
ment. . . . The result was announced-yeas 40, nays 23, as follows: 

Mr. SMOOT. 1\Ir. President, a parhameD:tary inqmry. What YEAS-40 
is the question before the Senate? . 

The VICE PRESIDENT. The question is upon concurring ~;~~~!.rd 
in the amendment a in Committee of the Whole to strike out Butler 
from page 170 to page 208, and insert in lieu thereof the com- Ca.met·on 

Copeland 
Deneen 
Edge 
Edwards 

Fernald 
Fletcher 
Gillett 
Golf 

Hale 
Harrison· 
Heflin 
Kendrick 
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Keyes 
McLean 
Metcalf 
Moses 
Oddie 
Overman 

Ashurst 
Capper 
Couzens 
Dill 
Ft>SS 
Frazier 

Pepper Sackett 
Phipps Shortridge 
Pine Simmons 
Ransdell Smith 
R('ed, Pa. Smoot 
Robinson, Ind. Stanfield 

Glass 
Harreld 
harris 
Howell 
Jones, Wash. 
King 

NAY8-23 
La Follette 
McKellar 
McMaster 
Norbeck: 
Norris 
Nye 

NOT VOTING-88 
Bingham DaJe Jones, N.Mex. 
lllease du Pont Lenroot 
Borah Ernst McKinley 
Bratton Ferris McNary 
Brookhart George Mayfield 
Bruce Gerry Means 
Caraway Gooding Neely 
Cummins Greene Pittman 
Curtis John on Robinson, Ark. 

Trammell 
Tyson 
warren 
Watson 
Weller 
Willis 

Reed, Mo. 
Sheppard 
Shlpstead 
Walsh 
Wheeler 

Schall 
Stephens 
Swanson 
Underwood 
W!ldsworth 
Williams 

So the committee amendment was concurred in. 
The VICE PREHIDENT. The question is on concurring in 

the committee amendment proposing to strike out Title V, on 
page 224, relative to the tax on admissions and dues. 

Mr. REED of Pennsylvania. I ask for the yeas and nays. 
The yeas and nays were ordered, and the Chief Clerk pro­

ceeded to call the roll. 
Mr. COPELAND (when his name was called). On this ques­

tion I have a pair with my colleague the senior Senator from 
New York [Mr. WADSWORTH]. If he were here, he would vote 
"nay"; and if I were permitted to vote, I should vote "yea." 

Mr. FERNALD (when his name was called). Making the 
same announcement as before relative to my pair and 1ts 
transfer, I vote "nay." 

l\fr. FERRIS (when his name was called). Making the same 
explanation as before as to my pair, I withhold my vote. 

Mr. FLETCHER (when his name was called). Announcing 
my pair with the Senator from Delaware [Mr. nu PoNT]. as on 
the previous vote, I desire to say that I am advised that if 
present the Senator from Delaware would vote on this vote 
as I intend to vote. Therefore I am at liberty to vote, and I 
vote "nay." 

Mr. PEPPER (when his name was call~d). I am paired 
with the junior Senator from New Mexico [Mr. BRATTON]. Not 
knowing how he would vote on this question, I withhold my 

ote. 
The roll call was concluded. 
Mr. PEPPER. I find that I can transfer my pair to the 

junior Senator from Idaho [l\!r. GooDING]. I am therefore at 
liherty to vote. I vote "nay." 

Mr. COPELAND. I announced that I had a pair with my 
colleague [Mr. WADSWORTH]; but I find that I can transfer 
that pair to the senior Senator from Alabama [Mr. UNDEB­
wooo]. I do so and vote "yea." 

Mr. BLEASE. I find that I can transfer my pair to the 
Senator from Mississippi [Mr. STEPHENS]. I do so and vote 
"yea." 

Mr. FERRIS. I find that I can transfer my pair to the 
Senator from Nevada [Mr. Pr'l"l.'MAN]. I do so and vote "yea." 

Mr. McNARY. Upon this amendment I feel that I can dis­
regard my pair, and with that understanding I shall vote. I 
vote "yea:• 

Mr. HOWELL. I have a pair with the senior Senator from 
Kentucky [Mr. ERNST], and therefore withhold my vote. If 
I were at liberty to vote, I should vote "yea." 

Mr. JONES of Washington. I desire to announce that the 
senior Senator from Kansas [1\Ir. CURTIS] is necessarily absent 
on account of ill health. He is paired with the Senator from 
Michigan [Mr. :F'ERRIB] . If present and voting, the Senator 
from Kansas would vote 11 nay." 

I also desire to announce that the Senator from Vermont 
[Mr. DALE] is necessarily absent. If present, he would vote 
"nay." 

I also desire to announce that the Senator from California 
[Mr. JoHNSON] is nece sarily absent. He is paired with the 
Senator from Arkansas [Mr. RoBINSON]. If present, the Sena­
tor from California would vote " yea." 

Mr. SIMMONS. I desire to announce that the Senator 
from Georgia [Mr. GEORGE] is absent. If he were present, he 
would vote 11 yea." I also desire to announce that he would 
have voted "yea" upon the last amendment, with reference 
to the estate tax. 

Mr. JONES of Washington. The junior Senator from Iowa 
[Mr. BROOKHART] is necessarily absent. He is paired with 
the junior Senator from Arkansas [Mr. CARAWAY]. If present, 
the Senator from Iowa would vote "yea." 

· Mr. SHEPP .ARD. If my colleague, the junior Senator from 
Texas [Mr. ~iAYlfiELn], who is absent on account of illness, 
were present, he would vote "yea." 

Mr. JONES of Wa hington. I desire to announce the fol­
lowing general pairs : 

The Senator from Illinois [Mr. McKINLEY] with the Senator 
from Virginia [Mr. SwAN ON]; and 

The Senator from Colorado [Mr. MEANs] with the Senator 
from Texas [Mr. MAYFIELD]. 

The result was announced-yeas 40, nays 27, as follows: 

Ashurst 
Bayard 
Blease 
Broussard 
Capper 
Copeland 
Couzens 
Dill 
Edge 
Edwards 

Butler 
Cameron 
Deneen 
Fernald 
l!'ess 
Fletcher 
Gillett 

Ferris 
Frazier 
Gerry 
Harreld 
Harris 
Harrison 
Heflin 
Kendrick 
King 
La Follette 

YE.AB-40 
McKellar 
~IcMaster 
McNary 
Neely 
Norbeck 
Norris 
Nye 
Overman 
Phipps 
Ransdell 

NAYS-27 
Glass Moses 
Goff Odd~ 
Hale Pepper 
Jones, Wash. :rlne 
Keyes need, Mo. 
McLean Reed, l'a. 
Metcalf Robinson, Ind. 

NOT VOTING-29 
Bingham Dale Jones, N.Mex. 
Borah du Pont Lenroot 
Bratton Ernst McKinley 
Brookhart George Mayfield 
Bruce Gooding Means 
Caraway Greene Pittman 
Cummins Howell Robinson, Ark. 
Curtis Johnson Schall 

Sheppard 
Shipsteac:'J 
Simmons 
Smith 
~tanfield 
Trammell 
Tyson 
Walsh 
Weller 
Wheeler 

Sackett 
Shortridge 
Smoot 
Warren 
Watson 
Willis 

Stephens 
Swanson 
Underwood 
Wadsworth 
Williams 

So the amendment made as in Committee of the Whole was 
concurred in. 

The VICE PRESIDE~'T. The Chair understands that the 
Senator from Washington [Mr. JONES] withdraws his request 
for a separate vote upon the next amendment. 

Mr. JONES of Washington. I do. 
The VICE PRESIDENT. The bill is in the Senate and 

open to amendment. 
Mr. NORRIS obtained the floor. 
Mr. SMOOT. Mr. President, was that amendment agreed to? 
The VICE PRESIDENT. It was agreed to as in Committee 

of the Whole. 
Mr. SMOOT. Did the Chair announce that the amendment 

was concurred in? 
The VICE PRE !DENT. Without objection, the amend­

ments made as in Committee of the Whole will be concurred in. 
Mr. REED of Pennsylvania. Mr. Pre ident, in order that 

there may be no misunder tanding, I think the RECoRD ought 
to show that the Senator from North Carolina [Mr. OVERMAN] 
withdraws his request for a separate vote on the corporation 
income tax and that I withdraw my request for a separate 
vote on the capital-stock tax ; and I ask unanimous consent 
that the votes whereby tho e amendments were agreed to as 
in Committee of the Whole may be con idered as concurred in. 

Mr. REED of Mi ouri. Mr. President, there i ·orne con­
fusion here. I am not sure that I understood the Senator. 

Mr. REED of Pennsylvania. The Senator from North Caro­
lina reserved a separate vote on the corporation income tax. 

Mr. HEFLIN. 1\lr. President, the Senator is now asking 
that these amendment which were agreed to as in Committee 
of the Whole be concurred in? 

1\Ir. REED of Pennsylvania. Jn:-:t that the action of the Com-
mittee of the "\Vhole be concurred in. 

The VICE PRESIDENT. I~ there objection? 
Mr. REED of Missouri. I this another coalition? 
Mr. REED of Pennsylvania. No. 
Mr. FESS. The same thing should be done with the amenu. 

ment offered by the Senator from Washington. 
Mr. REED of .PellutSytvania. That has been done. 
The VICE PRESIDE.~. TT. That has already been concurred 

in, without objection. 
:Mr. FESS. He withdrew the request for a separate vote, but 

there has been no action upon it. 
The VICE PRESIDENT. It was done by unanimous consent. 

The amendment by the Senator from Wa hington was con­
curred in, without objection. Without objection, the amend­
ments upon which eparate vote. were asked and the requests 
withdrawn will be concurred in. 

Mr. COPELAND. Mr. Pre !dent, what became of the amend­
ments to ection GOO, the exdse taxe ? Were they con­
curred in? · 

The VICE PRESIDENT. They were concurred in. 
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Mr. NORRIS. Mr. President, I offer the amendment which 

I send to the desk. 
The VICE PRESIDENT. The amendment will be stated. 
The CHIEF CLERK. On page 39 it is proposed to strike out 

lines 10 to 12, inclusive, and to insert: 
Eleven thousand six hundred and slxty dollars upon net incomes of 

$100,000; and upon net incomes in excess o1' $100,000 and not in 
exces of $200,000, 20 per cent in addition of such excess. 

Thlrty-one thousand six hundred and sixty dollars upon net incomes 
of 200,000 ; and upon net incomes in excess of $200,000 and not in 
excess of $400,000, 21 per cent in addition of such excess. 

Seventy-three thousand six hundred and sixty dollars upon net in­
comes of $400,000 : and upon net incomes in excess of $400,000 and 
not in excess of $600,000, 22 per cent in a<ld1tlon o1 such excess. 

One hundred and seventeen thousand six hundred and sixty dollars 
upon net incomes of $600,000 ; and upon net incomes in excess of 
$600,000 and not in exct>ss of $800,000, 23 per cent in addition of such 
excess. 

One hundred and sixty-three thousand six hundred and sixty dollars 
upon net in.comes of $800,000 ; and upon net incomes in excess ol 
$800,000 and not in excess of $1,000,000, 24 pet· cent in addition of 
such excess. 

Two hundred and eleven thousand six hundred and sixty dollars upon 
net incomes of $1,000,000 ; and upon net incomes in excess of 
$1,000,000, in addition 25 per cent of such excess. 

The VICE PRESIDENT. The question is on agreeing to 
the amendment offered by the Senator from Nebraska. 

Mr. NORRIS. Mr. President, this amendment has not here­
tofore lJeen offered or voted on in the debate in the Committee 
of the Whole. The bill as amended in Committee of the Whole 
provides for progressive taxes up to incomes of $100,000. It 
then provides that all incomes in excess of that shall be taxed 
20 per cent. This amendment commences with incomes of 
$100 000 and goes on in progressive steps from incomes of 
$10o:ooo' to incomes of $1,000,000, ending with 25 per cent on 
all net incomes above $1,000,000. 

We voted in the Committee of the Whole on a similar amend­
ment that started at the same place and ended at the same 
place but with a progressive rate ending with 30 per cent. 
This 'amendment has a maximum of 25 per cent. The 25 per 
cent applies only to net incomes in excess of $1,000,000. 

I am not going at length over the discussion of the question 
of the wisdom of stopping at $100,000 ; but I never could under­
stnnd, and I do not believe anybody else understands, if we are 
going to have a progre sive income tax at all, why we. should 
stop with incomes of $100,000 when there are so many mcomes 
that exceed $100,000. There was given the ~ther day by the 
Senator from Michigan [Mr. Cou~NB], I believe, the number 
of incomes in excess of $100,000. I have forgotten the number. 
Does the Senator remember? 

Mr. COUZENS. There were at least 4,063. . 
l\fr. NORRIS. The result of the committee bill, as we .h~ve 

it now, is that all persons receiving an income of a m1llion 
dollars have their income tax reduced 44 per cent. The very 
place where an income tax can be paid without a burden, 
where it can be paid easily, where it can be paid without any 
hardship, is the place where we relieve them to the greatest 
extent from taxation. 

The income of a man of $50.000, as I remember-perhaps it 
was $46,000-is reduced by this bill 27 per cent, or something 
of that kind. At least, the great reduction comes to the man 
with the million-dollar income. If we are going to levy a tax 
on the theory that we will levy it where it will be the least 
burdensome, I can see no reason why we should stop with 
$100,000. 

Now, I would like to say just a word to Senators on the 
other side of the aisle. We have heard over and over again 
th~ story which brought about this coal!tion between the Demo­
crats and Republicans on the Finance Committee. It has been 
told over and over again, until we are familiar with it, and 
we all know that the first proposition which the Democratic 
minority on that committee had, when they went to the ma­
jority, was that they were going to stand for a maximum rate 
of 25 per cent. 

l\fr. SIMMONS. No; 25 per cent unless the majority agreed 
to a reduction. 

Mr. NORRIS. Very well, put it that way; 25 per cent 
unless the majority agreed to the reduction on the men who 
are getting small incomes, namely, incomes between $26,000 
and $100,000. • 

l\Ir. Sil\IMONS. $24,000 and $100,000. 
Mr. NORRIS. But the ma:rlmum which the Democrats had 

in mind was 25 per cent. We must ~ot believe for a moment 
that they did not honestly think tha~ 25 per cent was a good 

maximum to fix upon and was a fair rate to settle upon as a 
maximum. 

Mr. SIMMONS. Mr. President, the Senator does not wish 
to misrepresent the minority. 

Mr. NORRIS. Oh, certainly not. 
Mr. SIMMONS. Certainly not. I stated the other day that 

there were seven members of the minority; that when we met 
to consider this matter four of them were opposed to raising 
the ma:rimum above 20 per cent, three wanted to go to 25 per 
cent; and that we compromised among ourselves by the agree­
ment that we would stand for 20 per cent provided the majority 
accepted our proposition. That was th& concession which they 
made to me. 

Mr. NORRIS. And if they did not accept it, then the minor­
_ity were going to stand for 25 per cent. 

1\Ir. SIMMONS. If they did not accept it, we were going to 
stand for 215 per cent. We compromised the matter, and we 
agreed to stand for the 20 per cent. 

Mr. NORRIS. If the majority did not accept their propo ·i­
tion, then they were going to stand for a maximum of 25 per 
cent. Of course nobody for a moment would accuse those 
minority Members of standing for something which they diu 
not believe to be right and fair. Now is their chance to get it­
right now. With the Democratic Party over there united for 
a 25 per cent maximum on incomes l.n excess of $1,000,000, I 
guarantee them enough votes over here to put it over right 
now, on this coming roll call. 

The Senator from North Carolina had quite a difficult job 
on his hands to keep all of the Democrats over there from 
voting for 25 per cent, and even 30 ·per cent. I think there 
would have been enough votes if it h~d not been for the won­
derfully eloquent plea which the Senator from North Carolina 
made to his Democratic brethren. 

Mr. RIMMONS. Mr. President---
The VICE PRESIDENT. Does the Senator from Nebraska 

yield to.the Senator from North Carolina? 
l\Ir. NORRIS. I yield. 
Mr. SIMMONS. I want to say to the Senator what I said 

the other day, and then I shall not interrupt him any more 
upon this point. 

I was impelled to yield my views about that matter, because 
I became satisfied, from the statements made to me by the 
leader of the Democratic Party on this side of the Chamber, 
and by other Members, before the minority 1\Iembers met, that 
a large percentage of Democratic Senators were in favor of 
not going above 20 per cent. 

Mr. NORRIS. I am not contradicting that at all, but the 
Senator's restatement of it makes it necessary for me to make 
a restatement, and I say that, after all, when aU is said and 
done, the Democratic minority came to the Republican majority 
and said, "Unle s you agree to what we want on these re- -
ductions, we will stand for a maximum of 25 per cent." I am 
going on the theory that they would not stand for anything 
they thought was wrong, or which they thought would do au 
injury to the country, or to any of the people in it. 

I repeat, it took all the eloquence of the Senator from North 
Carolina, assisted by the eloquent Senator from Mississippi, 
to keep the Democrats ,from voting for our amendment over 
here, in which we presented a maximum even of 30 per cent. 
But when the Senator from North Carolina plead with th9 
minority in his plaintive tones and with his great eloquence, 
in a sort of "Help me Cassius or I sink" attitude, hi8 
brethren, of course, came to his succor and to his relief. 

If Democratic Senators still believe that 25 per cent is all 
right on an income of a million dollars, I repeat, now is the 
time to get it. We have the votes to deliver to have that 
adopted. 

l\Ir. President, I am informed that this amendment will pro­
duce about $10,000,000 of additional revenue. Who can go 
before this country and defend his attitude here, admitting 
that we sought to give the man who had an income of a million 
dollars the same rate given to the man with an income of 
$100,000? There is no justice in it, there is no fairness in it. 
It can not be defended logically anywhere at any time. 

Without going over it at any length, I submit the amend­
ment now to the Senate, to see whether the Senate is going to let 
the man with a million-dollar income have imposed on him 
the same rate of taxation placed upon the man with an income 
of only $100,000. 

Mr. SIM!I10NS. Mr. President, this is an amendment to 
raise the surtaxes on incomes above $100,000. I ~ant to 
state to the Senate a fact which has not been stated here­
tofore, that the surtaxes are not the only taxes which have 
been reduced in this bill. We have discussed the surtaxes, 
but we have not discussed the normal taxes at all. The 
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House dealt with the normal taxes and we accepted the House 
action with respect to the normal taxes. 

Under the normal tax rate prescribed in the bill as it 
passed the House there wlll be a reduction in normal taxes 
of $93,450,000. Of that reduction $90,000,000 will go tu benefit 
taxpayers whose incomes are less than $100,000, and only 
$3,400,000 of that reduction of $!>3,000,000 will go to the benefit 
of taxpayers whose income exceed $100,000. 

The result of the House action reducing normal taxes to the 
e:I:tent of $93,000,000 is that the taxpayers with income.~ under 
$100,000 will get the benefit of a reduction of $90,000,000, 
while those whose surtaxes are now sought to be increased 
get the benefit of only $3,000,000. 

Mr. HEFLIN. Mr. President, this bill ought to pass to­
night. The Senate ought to remain in session until it is 
pas~ed. Unless it is passed by to-morrow night, it is very 
doubtful whether it will go into effect in time to affect the 
income-tax returns which must be filed by 1\Iarch 15. 

If this bill is not now passed, it will be due to a filibm:;ter, 
which may be conducted in order to bring about that situation. 
That should not occur. We have gone over these provisions 
time and time again. Speeches that have been made to-night 
in substance have been made before a dozen times and more. 
We ought to get action to-night. 

I do not complain if the Senator from Nebra ka, or any other 
Senator, wants to have a record vote upon any amendment he 
desires to offer. If they want the RECORD to show that this 
proposition or that was offered, or that the Senate took this 
position or that, no one can object. 

I am not objecting to fair and legitimate debate. I do not 
want to cut off any Senator who has something to say upon a 
subject that is new, something that has not been thrashed out 
time and time again. That is all right. But the Senator from 
Nebraska, nearly every time he takes the :floor, challenges the 
Senator from North Carolina to explaili again some sort of a 
proposition, an agreement that was entered into, in ilrder to 
get the tax off the smaller taxpayers. 

The Senator from Nebraska bas long posed here as the 
friend of the common man, as the friend of the plain people 
in the common walks of life, and the whole burden of his 
!O!peeches ha been against the Senator from North Carolina 
for entering into an agreement by which we took off the 
smaller taxpayer more than $20,000,000 in taxes, and wiped 
off the tax books entirely two and a half million people who 
were paying Federal taxes. who, under this bill, will go scot 
free and pay no more Federal taxes until some time in the 
future, maybe when some emergency may arise which will 
bring their nrune back upon the list of taxpayers. 

I have not henrd the Senator from Nebraska congratulate 
the minority :Members, on the Democratic side, for achieving 
this wonderful and remarkable thing of reducing the taxes 
of tho e who still remain upon tlle tax rolls by millions, and 
taking off the lists two and a half million people who will 
pay no more taxes. But the Senator continues to harp upon 
an agreement by which some big taxpayers were in a measure 
I'elieve<l. 

I want to remind the Senator from Nebraska that the Scrip­
ture tells us that the Master himself said that it were better 
for 99 guilty persons to go free than for 1 innocent man to 
suffer. 

So, if we have taken the taxes off 2,500,000 who ought not 
to pay taxes at all, I submit to the eloquent Senator from 
Nebraska that it were better that a few rich men should get 
away with a little of their taxes taken off than for the poor 
taxpayer to pay burdensome taxes. I simply throw out this 
suggestion to-night in order to expedite the business of the 
Senate. The country is waiting for action upon this very im­
portant tax bilL The country has a right to ask that action 
be had at an early date. I hope that the Senate will remain 
in ession to-night until we pass the bill. I want to repeat 
before I sit down that if any Senator bas a new proposition 
that he wants to submit and has a new argument that he 
wants to make, I would be glad to stay here until daylight 
to hear it and to stay here to vote on all amendments, one 
after another. But I should dislike and I should exceedingly 
regret to see an effort made now to hold up the Senate. 

I want to 1·epeat that, as bas already been said by fhose 
who know how soon the bill must be enacted in order to get 
it into effect by the 15th of :March, that if we do not pass the 
bill to-night or to-morrow it has been suggested that we will 
be compelled"to stay here Saturday night and Sunday and, it 
may be, Sunday night. I am not going to be a party to any 
:filibuster that will bring about anything like that. I hope 
to see the bill passed to-night. 

Mr. BLEASE. Mr. Presi<lent, I would like to ask the Sen­
ator from Alabama a question. I would like to know how 

much this bill saves the Duke estate and the members of the 
Duke family 

Mr. HJDFLIN. I do not know, but I know that Mr. Duke 
has done a great deal of good with some of the fortune that 
he accumulated by providing for the education of the boys and 
girls of North Carolil:a. 

Mr. BLEASE. I think that the man who takes care of the 
boys and girls of any one State to the detriment of the Nation 
does not deserve very much praise. 

Mr. HEFLIN. The education of the boys and girls in any 
State is a contribution to the educational interests of all the 
States. An educated man in any State is of value to all the 
States. An educated girl in any State is of value to all the 
States. I do not propose to go into a discussion of that ques­
tion. Mr. Duke has gone to his reward, and I simply reply to 
the Senator from South Carolina by saying that he ba done 
a great deal of good with a great deal of the wealth that be 
accumulated. 

Mr. BLEASE. I hope I am mistaken in what Mr. Duke's 
reward is. [Laughter.] 

Mr. REED of Missouri. Mr. President, I know of no fill· 
buster on the bill that has been attempted. I know of none 
that i going to be attempted. When it comes to the matter of 
the consumption of time I think the Senator from Alabama is 
always close· enough to me to get my dust. When it comes to 
the question of saying new things and never saying any old 
thing over again, I think that some of us will recall the same 
speech that was made on the Federal reserve bank for about 
99 days in succession, in eloquent periods all the same, until 
when the Senator from Alabama rose in his place we all knew 
that the Federal reserve banks were going to be di cussed, 
every bank president put on his overcoat and ear mufflers and 
prepared to shiver, and the stumps in the Potomac River 
bobbed up and down in uni on with his periodP.. 

Notwithstanding the warning that has been issued, I am 
going to take a few minutes to discuss the bill. I do not expect 
to enlighten the Senator from Alabama. Perhaps I will not 
enlighten anybody, but what I have to say I am going to say 
with the kind indulgence of the Senate. 

Mr. President, figures have been given here that widely vary. 
I accu e nobody of having intended to give any false or mis· 
leading figures. A. difference in figures frequently results from 
the different angles from which the proposition is submitted. 
The junior Senator from Nebraska [Mr. HoWELL] is an en­
gineer and an expert accountant. With all respect in the world 
for t11e experts of the Treasury, who have worked as~iduously 
here and who are all good men, I am inclined to take the 
figures of the Senator from Neb1·aska as accurate. 

Here is a brief analysis of the results of the bill : There 
are 5,694 persons reporting taxes on incomes in exce~s of 
$100,000,. Those 5,694 persons obtained a reduction by the 
pending bill in personal taxes of $120,500,000. The estate tax 
reduction figured by the Senator from Nebra ka will amount 
to $90,000,000, not in any one year. I am talking about the 
aggregate result which comes. The retroactive sections of 
the bill he estimates at $GO,OOO,OOO, the gift taxes at $4,500,000. 
This is a grand total of $725,000,000 to be saved to 5,694 per­
sons, or an average of about $48,000 each. 

Mr. Sll\II\10~8. Mr. Pre ident, may I interrupt the Senator? 
The VICE PRESIDEXT. Does the Senator from Missouri 

yield to the Senator from North Carolina? 
~Ir. REED of Missouri. Certainly. 
Mr. SIMMONS. I think the Senator will have to add to 

that $03,000,000 reduction in normal taxes. Ont· hundred and 
twenty-six million dollars is the reduction in surtaxes and $93,-
000,000 in normal . taxes. 

Mr. REED of Missouri. Yes. 
Mr. SIMMONS. The Senator did not have that in his enu­

meration, and I thought pos ibly be would like to have the 
:figures. 

Mr. REED of Missouri. Approximately 4,08ti.OOO taxpayers 
pay taxes on incomes under $100,000. They obtain a re<luc­
tion of $201,500,000, or about $49 each. 

1\fr. President, I realize that we have come to the point of 
tax reduction, which is a ble sing everyone devoutly welcomes. 
The question is where and how the tax 1·eduction should be 
made. I now call to mind the fact that three years ago the 
Secretary of the Treasury made his recommendation for tax 
reduction. I am not going to bm·<len the Senate with the 
figures, for I expect to be brief. Speaking broadly, his recom­
mendation at that time was for tax reductions, and his special 
recommendation was for a reduction upon the surtaxes on 
incomes in excess of $68,000. 

Upon that proposition we took issue. The Secretary of the 
Treasury argued that we must reduce the surta:xe. · upon the 
large incomes for val'ious reasons, among others that they 
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were investing their earnings in tax-exempt securities; that 
they were failing to make true returns; that they were placing 
their property by various devices in a position to escape taxes ; 
and that we would get more taxes from them if we reduced the 
rate of taxation. 

The Democrats took issue with the Secretary of the Treas­
ury. We said there should be tax reductions. We were will­
ing to concede some reduction on the s-reat incomes, but we 
were not willing to let the bill pass in the form that Mr. 
Mellon recommended, insisting that the larger percentage 
of reductions should be made upon moderate incomes and small 
Incomes. Upon that issue we fought it out on the floor of the 
Senate. 

The Democrats substantially as a unit stood by the doctrine 
that the large incomes should bear a lessened burden, but still 
a much greater burden than the Secretary of the Treasury 
wanted to impose, and that the benefit of the reductions should 
chiefly go to those of smaller incomes. There were eloquent 
speeches made in defense of this position taken by the Demo­
crats. No man more valiantly defended that position than 
did the distinguished ranking minority member of the Finance 
Committee, the senior Senator from North Carolina [Mr. Sr:M­
MONB], and the distinguished orator on the Democratic side, 
the Senator from Mississippi [1\:Ir. HARRISON], and the Senator, 
equally distinguished, from New Mexico [Mr. JoNES]. I quote 
from a speech of the Senator from North Carolina [Mr. Sur­
MONS] made on September 30, 1921l 

I shall attempt to show that the re-vision proposed in the pending 
bill is a reduction in the interest of the corporations of the country 
and in the interest of the big rich, or, to express it in common parlance, 
in t he interest of the millionaire class. I shall attempt to show that 
it will lift more than half a billion dollars in taxes off the shoulders 
of corporations and the millionaires and shirt that sum to the shoulders 
of less fortunate taxpayers. 

As I have said, the recommendations of 1\Ir. Mellon with reference 
to repeals were !J.dopted by ,the House and concurred in by the Senate 
Finance Committee. The result of adopting this scheme, slightly sup­
plemented by certain taxes that fit in with the scheme and are cal­
ciliated to accomplish the purposes of the scheme, will be to reduce 
by between $500,000,000 and $600,000,000 the taxes which otherwi.se 
corporations and individuals who.se income exceeds $66,000 would have 
to pay. 

Mr. President, that $66,000 income ts the dead line of the bill. On 
one side of that line are formed in serried columns the forces of the 
millionaire classes of the · country. On one side-the upper side-of 
tbe line are arrayed 18,000 taxpayers. I say they are the millionaire 
class, because it wUl take a million dollars earning 6lfa per cent to 
produce an annual income of $66,000, so that, tested by the basis of 

· reasonable interest-bearing investments, the men who stand on the 
upper side of that line are millionaires. There are 13,000 of them in 
the United States, as the tax returns will show. On the other side, 
the lower side of that dead line, there are grouped 600,000 American 
taxpayers. 

Surtaxes ha-ve been reduced from 65 per cent to 32 per cent. They 
have come down to the dead line in that way, and what is the resu1t? 
Let the estimate of the Treasury experts state the result. The result, 
Mr. President, is that these 13,000 taxpayers on the upper side of that 
line, reveling already in their accumulations and thelr wealth and their 
power to control finance and go-vernment, by this reduction in the sur­
taxes are to get a further reduction in their taxes, a little stipend from 
the people of the United States of $90,000,000 a year, while those 
600,000 taxpayers earning between $5,000 and $66,000 a year by toll, 
investment, and all the efforts which characterize the miscellaneous 
population of the country get a reduction of only $18,000,000 on ac­
count of the surtax. 

Is not that a monstrous result? Ob, but it ts worse than that. 
Consider now the rich. Every single, solitary man who stands on the 
upper side of that line--this mobilized army of mllllonatres that has 
just finished its successful drive against Congress and the Nat·ional 
Treasury--has got hls surtax rate cut. How much has it been cut? 
Mr. President, the figure is startling. It has been cut more than one­
half; it has been reduced to 82 per cent from 65 per cent. Every one 
of them, every mother's son of them, gets his surtax cut mora than 
one-half. That is the millionaire class, who, when the members of it 
want their taxes cut down, becomes a beggar class, begging alms of the 
Government and of the hundred million of people of this country. They 
get the.\r surtax cut in half-from 65 per cent to 32 per cent. 

Mr. LA FOLLETTE. Mr. President, will the Senator from 
Missouri yield there? 

1\Ir. REED of Missouri. Yes. 
Mr. LA FOLLETTE. From whose speech has the Senator 

from Missouri been rea~ng? 
Mr. REED of Missouri. I have just read from the speech 

of the Senator from North Carolina [Mr. SIMMONS]. 

I shall now read from a speech by the Senator from Mis­
sissippi [Mr. HARRISON]. I quote him, not to single him out, 
neither am I trying to single out my friend from North Caro­
lina ; but I am speaking of these distinguished and leading 
Democrats in order to show the position of the Democratic 
Party at that time. The Senator from Mississippi said: 

The Mellon plan takes it o1f of the rich and puts it upon the poor. 
The so-called Garner plan takes the taxes t;>ll' to a greater extent from 
6,670,000 income-tax payers, while the Mellon plan takes It off of only 
12,000. Whom did the President have in mind when he said: 

"They bear most heavily upon the poor." 

" * • • • • " 
Let me, in passing, just make this suggestion : If this administra­

tion is sincere, if Secretary of the Treasury Mellon wants to give some 
relief to the taxpayers of the country, and if you want to make a 
record to go before the people in the coming campaign, do not seek 
to reduce the high surtaxes from 50 per cent to 25 per cent, but get 
busy and try to take off some of those iniquitous tariff rates on 
sugar and meat and flour and the other necessaries of life. That 
would insure a reduction not only in taxes but in the cost of living. 

• • * * • • • 
The Mellon plan gives a reduction of taxes all down the line, but 

the Democratic plan gives a greater reduction of taxes all down the 
line except on the 12,000 big fellows who pay the high surtaxes, and 
on those it seeks to give a -very fair and equitable reduction. 

The Senator from New Mexico [Mr. JONES] said: 
• I call attention further to the fact that the only point 

which really brought out the fire and the enthusiasm of the distin­
guished Senator from Utah is the same point which has been dwelt upon 
with such vigor and such insistence by the Secretary of the Treasury. 
The Senator from Utah did not in anywise attempt to put his real 
force and power into the dell-very of his prepared spe~h until he 
reached the point where he insisted that the high surtaxes should be 
cut In half. Likewise the head of the Treasury in every interview, in 
et'ery prepared statement, in his testimony as a. witness before the 
Finance Committee, has dwelt upon that point as the one panacea for 
all the ills which afflict this country. · 

• Mr. President, the underlying view of the leaders of the 
Republican majority in the Senate and the underlying view of this 
administration, as suggested by the Secretary of the Treasury, have 
been precisely the same from the time this administration came into 
power in 1921. Soon after the Congress m:et in 1921 the Finance 
Committee of the Senate, conh·olled by the same majority which yet 
controls this body, undertook a revision of the revenue law. At that 
time the high surtaxes amounted to 65 per cent. We were just emerg­
ing from the Great War. At that time the Secretary of the Treasury 
recommended that the high surtaxes be reduced by more than 50 per 
cent. 

Finally the IIouse of Representatives, complying with that wish 
of the Secretary, reduced the surtaxes to 32 per cent, or a little more 
than one-half. The bill came over to the Senate, and the Finance 
Committee through tts majority reported to the Senate a reduction of 
those surtaxes from 65 to 32 11er cent. 

It is trUe the bill then came into the Senate, and on the floor o:t' 
the Senate the recommendations of the Treasury Department were 
repudiated, and the House of Representati-ves subsequently receded 
from its action and adopted the view of the Senate, and the maximum 
surtaxes were placed at 50 per cent. Now we ha-ve the same story 
again. The Secretary of the Treasury is demanding, and a majority 
of the Finance Committee is demanding, that these high maximum sur· 
taxes be reduced again by !'SO per cent. 

• • • Yet, Mr. President, under these circumstances the dis­
tinguished chairman of the Finance Committee says that the people 
of small incomes are not paying enough. He is pleading for those 
with incomes above $100,000. There are only 2,532 of them, but they 
are rich beyond the dreams of any honest son of toil who ever looked 
forward with an ambitious eye to the accumulation of wealth in the 
future, and he comes her·a and pleads for them who have profited out 
of this other great class of small taxpayers. 

As r said in the beginning, the things contended for in this bill 
are typical of the contentions of the principal leaders of the great 
Republican Party. They come to us upon the suggestion of the 
Secretary or the Treasury, and then the President of the United States 
puts upon it specifically his stamp of approval. The House of Repre· 
sentatives, the Members of which must go before their constituencies 
this fall, repudiates tt. There were only a few e-ven of the Repub· 
licans who were willing to accept it as a basis of Federal taxation, 
But when it comes over to this Chamber, where only one-third of thQ 
Members go before their constituents next fall, we find the Senator 
from Utah, this great Gibraltar, standing in full height and full 
strength, advocating just exactly what the rea.ctionary leaders of thl\ 
Republican Party want. 
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i wonder If the people of this country can be gtven to understand 

between now and November just ·what this iniquity does mean, just 
what these Republican leaders stand for, backed up by the present 
!.,resident of the United States. I ask the Senate to consider and 
think well of these things before this bill is ever enacted Into law. 
But I predict that 1t wlll not be enacted. I can not conceive that 
there is a majority In this body so hardened in soul, so inconsiderate 
of those less nble to support the burdens of the Government that they 
will vote to enact it into law. • • • 

So spoke the Senator from New Mexico. 
Mr. President, I could fill the time between now and to-mor­

row morning in reading similar utterances by these and other 
distinguished Democrats. The Democratic Party in its pla~­
form took the position that the Democrats took upon thts 
floor. The Democratic Party, I understand, in its last plat­
form, adopted at New York, took that PQSition. How was it 
that we defeated these alleged evil purposes of the Repub­
lican side of this Chamber; and how was it that the Demo­
cratic Party was able to go into the campaign and to make 
the issue as we did make it on every platform in this coun­
try that' we bad destroyed the Mellon plan, which was to 
red'uce the surtaxes upon the incomes of millionaires to as 
low as 26 or 30 per cent, and that we were justified in re­
sisting that demand and insisting -that the reduction upon 
the great incomes should be moderate and that the greatest 
reduction in percentages should go for the benefit of the great 
mass of taxpayers? How did we justify ourselves? We did 
it by the arguments that were made here upon this flool'. We 
did it by sound logic and by sound reasons that I shall not 
take the time here to-night to repeat. 

How did we succeed in preventing the consummation of the 
plan of the Secretary of the Treasury? We did it, sir, with 
the almost solid, if not the solid, vote of the Democratic side 
of this Ohamber, aided by the vote of those who are generally 
called "insurgent<:~ " upon the other side. Rober_t M. La Fol­
lette, sr., was here then and the tremendous power of his 
intellect and his force and his logic were loaned to the fight. 

_ The other "insurgents" stood with us, and the Democrats, 
sir, wrote that tax bill and wrote the next tax bill and laid 
down the Democratic policies which we asserted were sound. 

Now we come to the time when we can make further tax 
reductions. I am talking to Democrats. If our previous action 
was sound, an action that was ratified in our convention, an 
action that we proclaimed upon every platform, that we thun­
dered from every stump, t;hat we advocated 1n every party 
newspaper-if it was sound then and we had approximately 
arrived at a scale of taxation which was just as between the 
different classes of taxpayers, having now reached a time when 
we can generally reduce taxes because of the decreased burdens 
of government, then saving, of course, the right to mak~ minor 
changes, the changes should have been made proportionately 
down the line, and 1n accordance with the principles we had 
heretofore laid down. 

We, sirs, are not doing that. We are giving Mr. Mellon his 
way. ·we are giving Mr. Mellon all he has ever demanded on 
the surtaxes, and that is all Mr. Mellon has ever cared for. 
We are surrendering the citadel, and the excuse for it is that 
a compromise was effected in the Finance Committee. 

Mr. President, what were the conditions obtaining when that 
compromise was made? It has been alleged here that the 
Republicans wanted to make slight or no reductions upon the 
small incomes, and wanted to make great reductions upon the 
great incomes; but is there anybody here who will say that 
any Republican ever proposed to put the surtax upon these 
great incomes at a lower point than it was put by the com­
promise? Did not the compromise give to Mr. Mellon exactly 
what Mr. Mellon demanded and 5 per cent better? So we 
yielded everything upon that point. We became the bond serv­
ants of Mr. Mellon. Mr. :Mellon won his· case; and we did not 
go down fighting, but we went down by surrender! 

But, sir, suppose the Republicans had come in here with the 
ridiculous proposition-and I am not prepared to think for a 
minute they would have done it-that we should reduce the 
surtaxes to 20 per cent, and then they would not reduce the 
taxes upon smaller incomes. Why, there is not a Republican 
upon the other side of the Chamber or out in the country who 
ever would have made that kind of a proposition. They may 
have demanded the reduction upon the great incomes, and they 
did-undoubtedly tlley did-for, as the ass knows its owner 
and the ox its master's crib, they 1.llew then, always, where to 
bead in when it came to a reduction on taxes. At the same 
time, however, no figures could have been produced that would 
have justified them in not making some reductions upon the 
moderate incomes, and they undoubtedly would have come for­
ward with them; for, whatever else I may say or others may 

say of my Republican friends on the other side of this Cham­
ber, we will all have to admit that they are not political fool~?; 
and after they have served their masters they always are will­
ing to placate the people. 

So what did we get in this trade? I am assuming, now, that 
we were forced to a trade. What did we get in it? They got 
all they demanded, and they gave us nothing they would not 
have been obliged to concede in substance and effect. But was 
there any necessity for this trade? Twice we have stood here 
in serried columns like a phalanx ; twice the Insurgents upon 
the other side of the Chamber ha"te formed on our flank and 
fought with us, and there were enough of us to overwhelm the 
other side of the Chamber. All we had to do was to bring it 
to a vote. The insurgents have not quit us. They have not 
pulled down their flag. Their little bark was dancing on the 
waves as gallantly as it had been in 1921 and 1923 and Ul24. 
They were stripped for action. There were no cowards among 
them. They were ready to go forward when the great battle­
ship of Democracy pulled its flag to half-mast and surrendered l 

That is the cold, unvarnished, unmitigated truth. We could 
have stood here together and written this bill this time as we 
wrote it twice before; and at whose dictation, pray, are we 
taking this action? 

The statutes of the United States provide that no man shall 
be Secretary of the Treasury who is engaged in trade. The 
law is musty with age and is sanctified by precedent. It was 
written for a good purpose. It was known that any man en­
gaged in great financial transactions ought not to be the man 
who dictated or advised the tax policies of the Government 
which would directly affect him ; and once, when a President 
was about to appoint a great merchant to this position and the 
attention of the President was called to the law, be promptly 
halted and appointed another man. Here, however, we have 
the example of a man who, when he became the Secretary of 
the Treasury, was a director in 68 great banks, trust com­
panies, and industrials. The aggregate cavital of those com­
panies and of their allies and suborainates probably mounts 
into the billions of money. 

They reach into every avenue of trade and commerce, from 
the manufacture of whisky to the manufacture of aluminum. 
They permeate every avenue of finance. Their powerful influ­
ences extend into the railroad systems of our land, into the 
trust companies, into the mortgage houses, into the boat lines, 
into the oils, into the refineries of oil. Everywhere they are 
spread out; and this man is the king-pin in the .Aluminum 
Trust, a combination of combinations that controls substanti­
ally all of the valuable natural deposits out of which aluminum 
can be made. It is, sir, a monopoly more valuable, 1n my opin­
ion, than any other monopoly that ever has been conceived. 
.Aluminum is being employed in every kind of industry, in every 
a venue of life. The woman uses it in her kitchen. It forms 
the bodies of automobiles. It goes into the structure of fly­
ing machines. It is employed universally where strength and 
lightness are demanded. Its uses are increasing; and, in my 
opinion, a monopoly of the production of aluminum is more 
valuable than would be a title deed to all the rivers and lakes 
and oceans of oil that God placed beneath the surface of .this 
earth; for the use of aluminum will become universal, and 
every man will pay tribute to the master of that monopoly. 

Mr. President. it was estimated when this debate was on 
before that the change of taxes recommended by the Secretary 
of the Treasury would have saved him personally in one year 
$9,000,000. .A man with such a stake as that sitting to write 
or dictate the policies of a nation is a man sitting to pass on 
his own case and pass upon the case of his associates and his 
confederates. That is the man who has won his fight to-day. 
Silently, shrewdly, without intermission of effort, pressing on 
and on by insidious processes, he seems to have undermined the 
conscience of the Democracy, and he always did own the con­
science of the Republicans. 

Why, sirs, you talk about corporate influence, as we have 
always talked and asserted that corporations had too much 
influence with the Republicans when they were in power, ami 
with the Republican Party when it was out of power. Of the 
influence we have talked; but this is not a case of the cor­
porations influencing the Government. This is o. case where 
the corporations moved in and took possession of the Govern­
ment, through Mr. Mellon. So every poUcy relating to the 
finances of this country is being shaped by him; and I want to 
pause here, although it is an aside, to inquh·e why we are not 
refunding our national debt, why we are not getting a reduced 
interest, why the effort is not being made upon tax-exempt 
Government bonds to fund them at lower rates of interest. 
I think the answer is easy : They are nearly all owned by the 
great financial institutions and the great financiers of the 
country. 
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So, Mr. President, we come here, we Democrats, and the 

poor old Democratic mule is being led 1n by the ear, and 
Mr. Mellon's hand holds the ear! 

Mr. BLEASEl Mr. President, will the Senator permit an 
interruption? 

The VICE PRESIDENT. Does the· Senator from Missouri 
yield to the Senator from South Carolina? 

.Mr. REED of Mis~ouri. I do. 
Mr. BLEA~E. Will the Senator please tell me what a 

Democrat is-a Democrat of to-day? 
Mr. REED of Mis ·ouri. I do not know. 
1\lr. BLEASE. I do not, either. 
Mr·. REED of Missouri. I know what he is out tn the coun­

try-the same old stalwart citizen he has always been. "When 
I see the Democra tic Party following the Republican Party 
and Calvin Coolidge across the Atlantic Ocean and going into 
a World Court at his dictation, e\en while be had to drive 
with party Jash a good many of hi. own Senators, and had a 
small rebellion over there; and then when I see the Democratic, 
P arty not taking Mr . . Mellon by the hand, but Mr. Mellon 

1 
taking the Democratic Pa,rty in hand, and the principle we 
fought for all bf these years surrendered when there was no 
reason for surrender, when all we needed to do was to stand 
here together, when we could have made every reduction that 
has been made in this bill, and-do not forget that proposi­
tion-with the votes of Democrats and the votes of insurgents 
every one could have been made, and the votes on the floor 
of the Senate that have just been cast demonstrate it-when 
we could have made further reductions upon moderate in­
comes and taken the differ.ence, and justly taken it, out of the 
great incomes.....!...when that was the situation, we find that we 
abandoned everythin..,. ave stood. for; nd I can gather up 
thecamprugn " eeches that were rna e . y every orator upon 
this side--and we are " long " on orators--and show you where 
they repeated, over and over again, that l\lellon proposed to 
take $90,000,000 off of 12.000 millionaires, and that we pre­
vented it. 

1\Ir. President, that is not all. If we bad been mistaken, if 
we had found out we were wrong, if arguments had been 

.. adduced to show the fallacy of our former views, then it would 
ha'fe been different. Like honest men, we ought to have 
changed our views. What argument has been adduced to 
change the principle underlying our past actions? What argu­
ment has been adduced to com-inca us that we were then 
wrong? What Columbus of the intellectual seas ·has sailed 
into view with a new message to us? Not one. It is simply 
the old 1.\!ellon argument, "Take it off; it is too high." 

I Eay the surtaxes imposed in this bill on the great fortunes 
are unjustly low. First, the people with the great fortunes 
are those most able to pay, and it is a principle always recog­
nized in levying taxes that the higher taxes should be levied 
on those best able to pay. Second, as these fortunes grow 
-enormous, the \alue of the personal service of the individual 
who owns the fortune depreciates comparatively almost to 
nothing, and the possessor of the fortune obtains the protectivn 
of the smaller taxpayer and of all he does to maintain.J a 
government. 

Let me illustrate that for just a moment, and I shall not . 
longer detain the Senate. Let us assume that Jones and Smith 
are born on the same day. Jones, we will say, works hard 
during his life and has nothing when he is 21 or 22 years of 
age, or 25, except a few household goods. He gets the pro­
tection only on his individual life and liberty. But Smith, 
who was born the same day, inherits, let us say, $100,000,000. 
He gets all that Jones gets-protection upon his life and his 
liberty-but, in addition to that, he gets protection upon 
$100,000,000 scattered, perhapsJ in· every State of the Union. 
The courts, the constabuJary, the processes of the law, all go 
for the protection of his property. . 

Let us look at the individual services to be rendered. Jones 
must serve upon juries, must serve upon the posse comitatus, 
must perform all the offices of a citizen, and if war be declared 
must jeopardize his life upon the field of battle. Not so with 
Smith. To be sure, if he be a patriotic man he may per­
form his military service; I will not insinuate that the rich 
men did not go to the front to do their duty during the 
war: But the personal service to be rendered by each of these 
men is now out of all proportion to their wealth. One of them 
renders a personal service and gets no protection except upon 
life and liberty and a few dollars' worth of property. The 
other gets the same protection of life and liberty and, 1n addi­
tion to that, gets all the power of this mighty Government, 
backed by all of its men and all of its women, to protect that 
vast fortune. 

So it is just and right, when fortunes exist almost spparate 
from the human being, because the personal element 1n the 

equation is so small, the fortune should bear n larger burden. 
So I say that taxes upon enormous for tunes are justified, 
jus~Jied not_ only as simple taxes, but surtaxes are justified 
for the considerations I have named. 

Now, we propose to say that the man with a thousand 
mlllion dollars, capable of rendering no service in proportion 
to that vast fortune, shall be allowed to escape with the tax 
reduced to this .figure. If this figure is right to-day con­
sidering its proportion and relation to the other taxes ~hich 
we proposed to levy and did levy in the past two bills, then, 
those other bills were wrong, and we ought to have made 
the reductions then in the same proportion in which we are 
making them now. 

I am not speaking here to-night with a de. ·ire to harrow up 
the feelings of my friends, but I want to know what I am 
going to say to the people, and what others are going to say, 
when we go to them again. "\\'hen we went to them be~ore we 
went denouncing the \ery method of taxation which we are 
to-day accepting. 

It is said there were let out of taxes altogether a large 
number of the smaller taxpayers. That would ha\e inevitably 
happened, and. if it had not happened in the committee, it 
would have happened on this floor, if the Democrats had de­
manded it, and the insurgents had stood by them. The in­
surgents were in the forefront of that battle every man of 
them with his toe to the mark, and sh-ipped to the 'waist for 
action, every one of them. So there was no excuse. I find no 
excuse. I have simply to go back and say to my people "l\Iel­
lon won the fight. This is not a case where we cut the 
melon; it is a case where the Mellon cuts us." 

I\Ir. SIMMONS. Mr. President, I have no disposition to 
enter into a lengthy discussion of this matter. If the Senator 
from Missouri had been present at the time this discussion 
was first had, he would have learned some facts with refer­
ence to the situation which he does not seem to possess. The 
Senator was absent. The Senator lost many opportunities of 
getting the facts, and that accounts for his lack of informa­
tion, as disclosed in the speech he has just made. 

The Senator has seen fit to read from remarks which I sub­
mitted to the Senate when the bill of 1924, as prepared by 
the Finance Committee, was under consideration. I criticized 
that measure in unmeasured terms. I gave heartfelt utter­
ance, in the speech which the Senator has just read of my 
condemnation and disapproval. The bill which was then pre­
sented to us was, according to my conception of it, a · mon­
strosity, and lf it had been enacted, it would have resulted in 
a great wronO' to the American people. 

I denounced 1t upon the floor of the Senate, and I proposed 
a schedule .of rates which I declared would correct the pro­
posed abuses and these outrages. 

After a yery hot fight in the Senate, my rates were adopted. 
They pronded for reasonable parity to the man of low income 
and the man of high income. 

As a resuJt of those reductions, the man with an income of 
$100,000 paid a tax of 17 per cent, and the man with an income 
of over a million dollars paid a tax: of over 34 per cent the 
rates on the. high incomes being twice those on the low. ' 

That, I thought, was a reasonable adjustment. After long 
debate the committee decided that my proposal was a reason­
able and fair adjustment. The conference committee against 
its will, so far as th~ will of the majority repres~tatives 
from the Senate on that conference was concerned yielded 
with ill grace, but they did yield to it, and the rat~s I pro­
posed were written into the act of 1924. 

Those rates established a fair parity between the low and 
the high taxpayer. Those wrongs were adjusted. Now we 
come to another reduction, and our margin of reduction, based 
upon the surplus revenue of the Government, 1s just about the 
same now as it was tlle:o. 

The bill as it passed the House, in my judgment, was not an 
equitable adjustment. I said so. I insisted upon it. The 
question was, Could that bill be amended so as to make an 
equitable adjustment, an adjustment in the same proportion as 
had been made 1n the act of 1924? The House had taken all 
taxes off two and a half million people with low incomes. The 
House had reduced fhe taxes of those with incomes above 
$100,000, but it had retained a part of those taxes, the taxes 
covered by the brackets between $20,000 and $64,000, out of 
proportion to the reductions given to the other taxpayers of 
the country. 

The House had done another very fine thing. The House 
had reduced the normal taxes, and in redudng the normal 
ta:x:es to the extent of lji93,000,000 had given $Uv,OOO,OOO of that 
reduction to men whose incomes were less than $100,000. 

I considered the matter \ery thoroughly. I studied the bill 
night after ntght and day after day, wtth a view of bringing 
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about the same paJ:tfy that the act of Hl24 brought about as 
between these two classes of taxpayers. I took into considera­
tion the reductions the House had made upon the surtaxes and 
upan the normal taxes, and I prepared a schtdule for addi­
tional reductions upon the incomes below $100,000, and then I 
worked out the problem to see whether lf tbose reductions 
were accepted, either in the committee or in U1e Senate, the 
parity which I had described in the act of 1024 would be 
maintained. 

After I had studied it thoroughly, as I explained to the 
Senate when this matter was before us, and while the Senator 
from Missouri was away from the Senate, under the act of 
1924 the taxpayers with incomes up to $100,000 paid surtaxes 
at the rate of 17 per cent, while those with incomes above that 
paid at the rate of 34 per cent, or twice as much. 

I proved that if the reductions which I proposed were made, 
the taxpayers would pay a surtax upon incomes of less than 
$100,000 at the rate of 10 per cent or a little below, whlle 
the taxpayers with incomes of a million dollars and over would 
pay a little under 20 per cent, or just about 2 to 1 as pro­
vided in the act of 1924. That was all I was seeking to do. 
That accompllshed, I was satisfied, because that proved mathe­
matically that in this reduction I and my associates of the 
minority were contending for the same proportionate reduc­
tion between those two classes as my 1924 rates carried. I 
had to surrender in the compromise a small part of that, and 
it threw the reduction just slightly out of balance. They 
raised the rate on incomes of $100,000 to 11 per cent as against 
approximately 19~ per cent upon incomes of $1,000,000 and 
over; that is to say, within a fraction of twice as much. I 
have not departed from the principle of the 1924 law, the 
surtax rates of which I wrote. I have not insisted upon less 
here than I did before. If the Senator from Missouri will get 
the figures and examine them he will see that there bas been 
no surrender. I said if these reductions were accepted, then 
I would be satisfied with the result, because if they were ac­
cepted 20 per cent maximum was justified just as much and 
to the same extent as the maximum made in the 1924 act 
was justified. 

But the Senator said if we had held off we could have had 
25 per cent. That is, of course, easy to assert. Besides, 25 
per cent with those reductions would be a larger proportion of 
tax retained upon the big man as compared with the little 
man than in the 1924 act. The Senator said we could have 
bad our way about the matter and raised the surtax to as 
high a maximum as we desired. The Senator knows nothing 
about what was the situation in the Senate on this side .of 
the Chamber at the time the bill was in the committee. He 
does not know the fact that there were from 12 to 15 Senators 
upon this side of the Chamber who said they were not willing 
to go and would not go beyond the maximum of 20 per cent. 
I could not force them. If the reductions were accepted I 
did not desire to force them. 

The bill is just as good a Democratic blll as the other meas­
ure was. The bill is just as full of justice for the little tax­
payer as the 1924 act was. This bill gives the little taxpayer 
a greater reduction than the other measure did. 

This bill carries the largest reductions In income taxes of 
any bill that has ever been enacted into law by the Senate. 
It carries reductions in income taxes to the extent of $212,-
000,000. It relieves more small taxpayers than any bHl we 
~ve ever pa ed. I am not dissatisfied with it. I stand by 
it. I am as good a Democrat as the Senator from Missouri, 
and I would not be exactly fearful of the results of a comparison 
of my record with his in the matter of constructive work and 
party service. I am no more given to surrender than he ls. 
I have the courage to fight to the last ditch whether I win or 
whether I lose. I have no apologies to make. The country 
asks no apQlogies of me. The country understands, the coun­
try knows, that 2,500,000 of small taxpayers have been relieved 
of taxes. The country knows that those who pay taxes on in­
comes below 100,000 pay at the rate of 11 per cent under the 
provisions of this bill as against 17 per cent under the 1924 act 

The Senator from l\ll. souri thinks that we hould have con­
tinued what he called our coalition with the insurgents on the 
other side of the Chamber and the insurgents on this side of 
the Chamber. Mr. President, we have not continued that 
coalition. I have no apologies to make for that either. 

The Senator said we wrote the bill in 1924. We did write the 
bill, so far as surtaxes were concerned, but we did not write 
it in any other respect. It was our bill that far and no further. 
The present bill is a more distinctively Democratic bill than 
the other was. The minority Members on tbi side of the 
Chamber have succeeded in incorporating into the bill every­
thing that we asked and no more. 

Wbat did. we demand in our original proposal, read to the 
Senate and made a public document the day before the com­
mittee began action upon the bill, as the Democratic minority 
demands? We demanded these reductions in the surtaxes. We 
have practically gotten them. We demanded the repeal of 
the capital-stock tax. We have secured its repeal. We de­
manded the repeal of the admissions and dues taxes. We huve 
secured their repeal so far as Senate act:ton can do it. Those 
were our three great demands. We have accomplisbe'd them 
all, but we do not stop there. The Democratic Party, in the 
committee and upon the floor of the Senate, has stood for the 
abolition of the tax upon trucks, imposed in the committee by 
the majority vote, and we have secured the removal of that 
tax. The Democratic Pa.l'ty, through its representatives upon· 
the Committee on Finance, demanded a repeal of the tax im­
posed in the House bill upon automobiles, and we have secured 
it. Does any Senator on this side of the Chamber know of any­
thing that the Democratic members of the committee Rtood for 
that we have not written into the bill? We stood solid, with 
one exception, for a repeal of the inheritance tax, and we have 
repealed 1 t. 

Who has written this bill? The De~ocratic Party wrote on~ 
section of tbe bill in 1924, but the Democratic Party bas writ­
'ten practically the whole of this bill in its major particulars. 
We have not been beaten upon a.ny position we have taken with 
reference to the major propositions in the bill, except our fight 
against the increase in the tax on corporations and our fight 
made here to-night to secure a repeal of the stamp tax on 
corporate issues of· stock. We lost both of those propositions 
'by a bare majority, in one case by 1 v_ote and in the other case 
by 3 votes. One of those propositions involved an increase in 
taxes. The Republican Party placed an increase upon a form 
of business that has had no consideration in all of the reduc­
tions that have been made. The Republicans defeated us with 
reference to our proposition to keep the corporation tax at 12¥, 
per cent. They are responsible for the increase, and I am will· 
ing for them to take the responsibility for that action. 

Never in my legislative career have I, as the representative 
of the minority in tax matters, had such a victory and my party 
had such a victory as we have achieved in connection with this 
bill. I am satisfied with it. I am delighted with the results 
we have accomplished. I am satisfied that the country will 
give us full credit for it. I am not alarmed. These sharp 
attacks, these venomous attacks upon me personally and upon 
the Democratic Party, do not alarm me. I am not terrified in 
the least. I have some knowledge of public sentiment in the 
United States. I have abundant and convincing evidence that 
the public sentiment of America to-day stands behind the action 
of the DemOCl·atic Party in connection with the bill and realizes 
what a great victory we have won. 

Mr. MOSES. Mr. President, without wishing at all to de­
tract from the rhapsody of the Senator from North Ca1·olina, 
may I be permitted to observe that when the bill finally be­
comes a law and goes to the country, the credit will be given 
to Calvin Coolidge and Andrew W. Mellon? 

Mr. SIMMON::;. The Republican Party may steal the credit 
for this reduction, as they stole the credit for the 1924 reduc­
tion. [Laughter.] 

Mr. GLASS. Mr. President, I feel a degree of culpability 
in delaying, for a little while, the vote on the bill at this 
time; but i believe the Senate will realize that I have con­
sumed comparatively few moments in the discussion of the 
provisions of the tax bill. 

In the brief remarks that I shall make I have no inclina­
tion whatsoever to be drawn into a partisan, political discus­
sion of the bill; but in view of some things that were said 
this evening it seems desirable to call attention to a few facts 
which some Senators seem to have forgotten. 

The theory of a fair and moderate maximum surtax is not 
a theory peculiar to Secretary Mellon of the Treasury Depart­
ment. It is one with which all economists are familiar and 
as to the effectiveness of which nearly all of them are agreed. 
It is one on which the last three Democratic Secretaries of the 
Treasury were agreed, each one of whom at different times 
recommended to the Congress of the United States that the 
theory be put into effect; and, in consonance with it, the Demo­
cratic platform in 1920 declared that a system of tax reform 
should be adopted that would again turn the surplus wealth 
of the country into productive commercial and industrial ac­
tivities. The last Democratic President of the United States 
held to that theory of taxation and so declared himself upon it. 

Unhappily, as I shall always think, after framing the tax 
bill in 1924 containing such outstanding merits and excellen­
cies, we on this side utterly rejected that theory; and, despite 
the merits of that tax bill, to which the Democratic side very 
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largely ~ontributed, the result of that rejection was that the 
country got the idea that the Democratic Party was for high 
taxes and not for low taxes, and their ascription and praise 
went to Secretary Mellon and not to the Democratic Party 
for its share in framing the tax bill of 1924. When the elec­
tion came on the intelligent and patriotic efforts of Democratic 
Senators and Representatives in the Congress of the United 
States went for naught, and on election day we were subjected 
to the most humiliating defeat that had ever up to that time 
overtaken any party in the history of the Republic. 

Let us see if the Democrats of the Congress have been led 
by the Secretary of the Treasury, for whom I have the highest 
personal regard and in whose ability I have the utmost confi­
dence, without discussing the proprieties involved in his holding 
the position of Secretary of the Treasury in the circumstances. 
When Mr. Mellon appeared before the Ways and Means Com­
mittee of the House of Representatives he advocated a maxi­
mum reduction of $140,000,000 in the personal income taxes. 
Were the overwhelming majority of the Democrats of the House 
of Representatives led by the eaJ;? Did they accept the advice 
of the Secretary of the Treasury on that particular point? 
They reduced the aggregate amount of the personal income 
taxes by $193,000,000 and thereby save the taxpayers of the 
country, if the bill shall become a law, $53,000,000, a reduction 
of more than 33lh per cent below the figure fixed by the Sec­
retary of the Treasury. 

Did the Secretary of the Treasury advocate further personal 
exemptions from payment of the income tax? He did not. 

Mr. SIMMONS. Mr. President, if the Senator will permit 
me to interrupt him, when we made these reductions, after we 
had made the compromise, the newspapers announced that the 
Secretary of the Treasury was very much displeased and did 
not know whether or not the department could accept them. 

Mr. GLASS. Nobody will deny that it was the thought of 
the Secretary of the Treasury, as it was of many wise men 1n 
this country, that there should be no such exemption from the 
personal income-tax levy as was made in the House of Repre­
sentatives, freeing nearly 2,000,000 taxpayers from liability 
which the Secretary of the Treasury would, in his judgment, 
have imposed upon them and which many patriotic men think 
it is their duty to meet. Were the Democrats of the House or 
of the Senate Finance Committee led by the nose in this re­
spect? Did they surrender their convictions to the judgment 
of the Secretary of the Treasury? They did not. 

What happened after the measure came here? We have 
heard, in terms of derision, a great deal about " trading" 
and "coalitions; 11 but, Mr_ President, in the 24 years that 
I have been in the Congress of the United States I have never 
known a comprehensive tax bill or any other great fiscal 
measure to be adopted except by mutual concessions of those 
who disagreed in their judgment upon the items and pro­
visions of the bill. 

Gentlemen object to "coalitions," but merely when they are 
not made with them. There were many Democrats in the 
Senate who would have refused to tolerate certain coalitions 
that some other Democrats would like to have made, and there 
would not have been " a solid phalanx 11 on this side of the 
Chamber had anything of that kind had been attempted. We 
are invited to renew the coalition of 1924 with the in­
surgents who "insurge" here, but on election day obediently 
return to the fold, every one of them. Oh, their " bark was 
on the sea," yes; and it sailed right into the Mellon and Re­
publican port on election day and contributed very materially 
to the 7,000,000 plurality rolled up against the Democratic 
Party! Not a single one of them gave John Davis a soli­
tary electoral vote. Those who did not vote for La Follette 
voted' for Calvin Coolidge. Yet we are invited to renew that 
sort of coalition, to which I never belonged, I want to say, 
personally for myself. 

I think the Democratic members of the Senate Finance Com­
mittee should be commended and congratulated for the work 
they have done ; and likewise I think the Republican members 
of that committee have performed a patriotic service. 

The Senator from North Carolina, by reason of his insistence 
and persistence, secured a concession of $26,000,000 for those 
taxpayers in the intermediate brackets. It is said that we 
might have obtained this concession without any yielding. 
Who knows that? It does not follow as a matter of course 
merely because at this late day there is a development here 
which might signify a result of that sort? But if to renew the 
coalition of 1924 was essential to get that concession, I repeat, 
there are Senators on this side of the aisle who would have 
r ejected the concession. If I am to form a coalition, I claim 

my personai privilege to determine wl:iat character of coalition 
it is and with whom I shall form it. 

See then: Instead of being "the bond-slaves" of the Secre­
tary of the Treasury, the Democrats are responsible, leaving. 
out all other items, for a reduction of $80,000.000 in the per­
sonal income taxes levied upon the people of this country­
$80,000,000 in the face of the declaration of the Secretary of 
the Treasury that we could not aft'ord to make that reduction 
in the revenues. 

Oh, yes; we have gone far beyond that, and I am not going 
to felicitate myself or my party associates upon that fact-· 
not yet. If we keep on reducing taxes and depriving the 
Treasury of its required revenues, we may soon have a deficit 
to make up, and if I may incidentally refer to politics again, 
let me say to my colleagues on this side of the Chamber, if 
there be any basis for your hope and expectation of a Demo­
cratic Congress next time, and we so far reduce taxes as that 
the Democratic Congress would be compelled to raise taxes, 
you had as well present your adversaries with the next Presi­
dency without going through the formality of holding an 
election. Prosperity does not always persist. An acute busi­
ness depression might leave us high and dry. 

I do not think we are " cowards." I do not think we have 
" surrendered." I believe Senators on both sides of the Cham­
ber are men capable of forming convictions and with courage 
enough to assert their convictions; and not with obstinacy 
enough to refuse, in any event, to yield to one another when 
there is a difference of judgment 

I apologize to the Senate for taking any of its time at this 
late hour. 

The VICE PRESIDENT. The question is upon agreeing to 
the amendment offered by the Senator from Nebraska [Mr. 
NoRR.IS]. 

Mr. SI.l.\UIONS. On that I call for the yeas and nays. 
The yeas and nays were ordered. 
Mr. HOWELL. 1\Ir. President, during the years 1922, 1923, 

1924, and 1925 the Govemment expended on account of war 
liabilities, consisting only of sinking fund, interedt on the 
national debt, veteran relief, and adjusted compensation, an 
average of $1,682,000,000. This is more than twice the cost of the 
Government · in 1914, excluding the receipts of the Post Office 
Department, and nearly $15 annually for every man, woman, 
and- child in the United States. For the last of these four 
years-that is, for 1925-these expenditures were $1,678,000,00{), 
or but $4,000,000 less than the four-year average. Therefore, 
so far as the payment of debts and other war liabilities is 
concerned, it is evident that the Great War is not over-in fact, 
we are just in th~ midst of it, and the end is far off. 

Yet, Mr. President, notwithstanding these facts, that class 
of taxpayers enjoying incomes of $100,000 or more, number­
ing, according to the 1925 income-tax returns, 5,694, are to 
be relieved this coming year of $275,000,000 of taxes through 
a permanent reduction in personal income taxes, the repeal of 
estate and gift taxes, and because o! rebates on acctunt of 
estates taxes previously assessed, while the reduction to all 
other taxpayers is but $201,500,000, as hereafter indicated. 

In this connection, :Mr. President, I ask unanimous consent 
to insert a statement in the RECORD. · 

The VICE PRESIDENT. Is there objection?· '.fhe Chair 
hears none ; and it is so ordered 

The matter referred to is as follows : 
SOME PROPOSED TAX REDUCTlONS AND CANCELLATIONS 

(1) The 1926 tax bill, passed l>y the House of Representatives, 19 
now before the Senate as amended l>y the Senate Finance Committee. 

(2) In coru.1.dering this measure it should be remembered that about 
7,300,000 individuals made income-tax returns ln 1925, of which num­
ber 5,694 ("the 5,694 class") reported incomes of $100,000 or more. 

(3) This tax bill as amended provides for a total reduction ln per­
sonal income taxes of $219,000,000. 

(4) It also provides for the repeal of the estates tax, on account 
of which, during the first five months of the present fiscal year, there 
was assessed and charged on the books of the Treasury against estates 
of decedents app1·oximately $61,000,000, suggesting a total for the 
year of about $150,000,000. 

(5) The gilt-tax provision of the 1924 law, adopted to discourage 
evasion of estate taxes, is also repealed. Collections on account of 
this tax last year amounted to about $7,500,000. 

(6) In addition, this tax bill provides that the amount of estate 
taxes assessed under the provisions of the 1924 law, now in effect, 
shall be reduced and refunds made so as to accord with the provisions 
of the 1921 law. This will result in abatements and refunds of back 
taxes amounting to approximately $100,000,000. 
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(T) The following tabulation indicates the proportion of these 

tax reductions and refunds that will go to the t>,694 class and the 
estates of those who in life belonged to the 5,694 class; also the pro­
portion that will go to all the remaining taxpayers of the United States. 

(8) Of course, abatements and refunds provided for in this bill 
will accrue but once to beneficiaries, but other reductions in taxes will 
be enjoyed so long as the measure remains in efi'ect should it be 
finally enacted. 

Mr. HOWELL. Mr .. President, not only are we required to 
expend annually about $1,678,000,000 to take care .of our direct 
war liabilities, but in addition thereto, as a conseqtlence of 
the refunding of 11 of our foreign debts, we are confronted 
with the fact that provision has been made for the cancella­
tion of every one of them, and that, in addition the1·eto, we 
must pay deficits in interest in each case totaling about 
$105,000,000 per annum. ~ 

Items 
All other 

The 5,694 taxpayers 
class of United 

States 

Personal income-tax reductions_-------------------------- $1~,500,000 $98,500, 0® 
Estate-tax reductions ______ __ ----- -- -- -------------------- 90,000,000 60,000, 000 
Rebates of estate-taxes levied under 1924law -------------- 60,000,000 40,000,000 
Reductions on account or gift-tax repeal_-------------·---- 4, 500,000 3, 000,000 

275,000,000 201,500,000 

In this connection I request unanimous consent to• insert 
another statement in the RECORD. 

The VICE PRESIDENT. Without objection, it is so ordered. 
TJ1e matter referred to is as follows: 

DISPOSITION OF FORI<JlGN DEBTS THUS FAR REFUNDED BY THE UNITED 

STATES FOREIGN DEBT COMMISSION 

(1) In connection with an interest-bearing debt it is a well-recog­
nized rule of partial payments that any payment by the debtor is first 
applicable to the payment of accrued interest and the remainder, if any, 
to the reduction of the debt. 

(2) The foreign debts of the United States were all liquidated 
accounts, represented by definite notes and obligations, upon which the 
agreed rate of interest was 5 per cent. 

(3) Eleven of these debts have been refunded by the United States 
Debt Commission, the debtor nations in each case agreeing to pay 
certain specified sums of money nunually over a period of 62 years, 
and no more. 

Country . 

Great Britain ______________ _ 
Esthonia ___________________ _ 
Finland __ ----- __ --------- __ _ 
Hungary-------------------­
Latvia_---------------------Lithuania. ___ ____ ---- ______ _ 
Poland.. ________________ -----
Rumania ____ ---------------
Czechoslovakia ___ ----------
Belgium ___ -----------------
Italy------------------------

B 

Debts 
refunded 

U, 715,3ll ,OOO 
14, 143,000 

9, 191,000 
1, 985, ()()() 
6, 894, ()()() 
6, 217, ()()() 

182,325, ()()() 
46,945,000 

123, 855', ()()() 
483,4.26,000 

2, 150, 151, 000 

TotaL________________ 7, 739,443,000 

1 All canceled. 

0 D 

Interest 
rate on 
debts 

Amount of 
debts can­

celed 1 

3. 7 ---------------
3.7 ---------------
3. 7 ---------------
3.7 ---------------
8.7 ---------------
8.7 ---------------
3.7 ---------------
3.4 ---------------
3.4 ---------------
2.1 ------------- --
1.1 ------ ·--------

2. 91 $7, 739,443,000 

E 

Annual 
deficit in 

interest that 
must be paid 

by United 
States 

$25, 747, ()()() 
77,000 
49,000 
11,000 
31,000 
36,000 

994,000 
377,000 

J, 034,000 
10,194,000 
67,067,000 

105, 617, ()()() 

(10) The deficit in interest payments for the 62 years totals, with­
out interest, $6,548,254,000. This total deficit added to the canceled 
debts, t·enders apparent the loss to the American people on account 
of these transactions as $14,287,697,000. Adding interest at Slh per 

-cent compounded annually the loss becomes $30,188,536,000. 
(11) Should the Government not only pay the deficit in interest, 

but in addition enough more each year to amortize these debts, in 43 
years the loss without interest would be reduced by a little more than 
half, while the loss with 3lh per cent interet wonld be $14,269,298,-
000, neglecting interest after the forty-third year. 

(12) The above-noted losses resnlting from the inclusion of 31h 
per cent compounded interest is not merely of academic interest. 
Many life-insurance companies througoout the country, some with 
assets increasing above $200,000,000 per annum, write insurance and 
anuuity contracts guaranteeing results based upon their ability to 
earn upon their funds continuously 3Y,a per cent compound interest. 

(13) The total payments of every kind and nature to '00 made by 
Great Britain during the 62 years, tf divided by 62, equals $179,195,-
000, or 3.8 per cent upon her debt. Thus merely upon the basis o:f 
this simple, unweight~d computation it is evident that for 62 years 
Great Britain will pay not more than 3.8 per cent upon her debt and 
no principal, hence the debt will be canceled. 

(14) A like simple, unweighted computation applied to the 11 
refunded debts indicates that, together, the 11 debtor nations will pay 
of 3.2 per cent for 62 years, no principal, the debts being canceled. 

(4) The total payments of ev-ery kind and nature thus agreed upon :Mr. HOWELL. Mr. President, in view of our tremendous 
in each case falls short from 27 to 79 per cent of enough to pay 5 war liabilities, and these huge cancellations, the relieving of 
per cent intere t upon these debts. Therefore on this basis there is large incomes and great estates from paying not the taxes they 
nothing to be paid upon principal, and hence the principal in each case paid during the Great War, while actual hostilities were in 
is canceled. progress, nor the taxes that were paid following the enactment 

(5) The rate of Interest paid by the United States upon its interf:>.st. of the tax bill in 1921, but merely the taxes that were paid last 
bearing debt has averaged for the past four years about 4.4 per cent. year is unjustifiable. 
Assuming, however, that the American people would be willing to re- Much has been recently said respecting the conscription of 
duce the rate of interest upon these foreign debts to 414 per cent, wealth in connection with the next war. The President bas 
or the rate that the Government iB now paying upon some $13,500,, publicly approved the idea. Why, then, should we relieve 
000,000 Liberty and other bonds outstanding, from the proceeds ot great wealth now, inasmuch as the Great War, so far as its 
which these loans were made, we find that upon this 4~ per cent basis, cost is concerned, is not over? If we relieve the large incomes 
the total payments of every kind and nature in each case !alls short and great estates as proposed, it does not mean that the can­
from 13 to 73 per cent of enough to pay 41,4 per cent interest upon celed and rebated taxes \Yill be not ultimately collected, of 
these debts. Therefore, upon a 4~ per cent ba.sis there is nothing to course, not from the large incomes and great estates, but ulti­
be paid upon principal and hence it is evident that the principal of mately from the masses of the people in the form of indirect 
each debt is canceled. taxes. This is evidently the policy in mind. I can not approve 

(6) Reducing (upon a basis of 41,4 per cent interest) all payments such a policy; and, though I realize that my vote will have 
ln each case to equivalent, equal, annual installments, payable for a little effect respecting the future of this bill. and though I 
period of 62 years, we have the results set forth in the accompanying approve of a number of tax reductions provided for therein, 
table. It might here be stated that such reduction is necessary for as a matter of protest respecting the policy it implies, :r shall 
the purpose of analysis, as a dollar of a total payment on any vote "No" upon its passage. 
one of these debts is worth more if paid at an early than at a late The VICE PRESIDENT. The question is on the amendment 
date, and in some of these cases the agreed payments vary greatly. offered by the Senator from Nebraska [Mr. NoRRIS], on which 
Thus Italy's first five annual installments are $5,000,000 each, the the yeas and nays have been demanded and ordered. The 
thirty-first payment $35,332,500, and tbe last, '80,988,000. Secretary will call the roll. 

(7) In column B is enumerated the amount o:f each debt as of the The Chief Clerk proceeded to call the roll. 
date of refunding, including unpaid interest to the nearest thousand Mr. NORRIS (when Mr. BROOKHART's name was called). I 
dollars, as per statements afforded by the Treasury Department. desire to announce that the Senator from Iowa [Mr. BROOK· 

(8) In column C is the calculated uniform rate of Interest in each HART] is absent. He is paired with the Senator from Arkansas 
case that the debtor nation will pay on its debt for 62 years, provided [Mr. CARAWAY]. If the Senator from Iowa were present, he 
that its total payments of every kind and nature are appUed on account would vote "yea." · 
of interest only. Mr. COPELAND (when his name was called). On this mat-

(9) The amounts set forth 1n column E represent the additional ter I have a pair with my colleague [Mr. W .ADSWORTH], and on 
sum that the Government must pay annually in each case to make up that account I withhold my vote. 
the difference between the rate of interest set forth in column C and ! Mr. JONES of Washington (when Mr. CuRTIS's name was 
the 41,4 per cent interest that must be paid upon outstanding Liberty j Cfllled). I desii·e to say that the Senator from Kan as [M~. 
and other bonds issue<l to make these loans. CURTIS] is necessarily absent on account of ill health. He lS 
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paired with the Senator from Michigan [Mr. FEBRis]. If the 
Senator from Kansas were present and at liberty to vote, be 
would vote "nay." . 

Mr. FERNALD (when his name w.as called). Making the 
same announcement as before, I vote "nay." 

Mr. FERRIS (when his name was called). Making the 
same announcement that I made before, I withhold my vote. 

Mr. FLETCHER (when his name was called). I have a gen­
eral pair with the Senator from Delaware [Mr. nu PoNT]. 
I understand that he would vote as I expect to vote on this 
question. I vote "nay." 

Mr. JONES of Washington (when Mr. GooDING's name was 
called). The Senator from Idaho [Mr. GooDING] is necess~­
rily absent on account of ill health. I understand that if 
present he would vote "nay." . 

Mr. HOWELL (when his name was called). I have a pair 
with the senior Senator from Kentucky [Mr. ERNST], and 
necessarily withhold my vote. 

Mr. SACKETT. The senior Senator from Kentucky [Mr. 
ERNST] is necessarily absent from the Chamber. If present, 
be would vote "nay." 

Mr. NOThRIS (when Mr. JoHNSON s name was called). 
I desire to announce that the Senator from California [Mr. 
JoHNSON] is necessarily absent. He is paired with the senior 
Senator from Arkansas [Mr. RoBINSON]. If the Senator from 
California were present, he would vote "yea." . 

Mr. MoNARY (when his name was called). I have a pair 
with the Senator from Maryland [Mr. Bn.ucE]. If I were at 
liberty to vote, I should vote " yea " ; and if the Senator from 
Maryland were present, he would vote " nay. ' 

Mr. SHEPPARD (when Mr. MAYFIELD's name ~:;s called). 
The junior Senator from Texas [Mr. MAYFIELD] 1s absent on 
account of illness. If he were present, he would vote "yea." 

Mr. NEELY (when his name was called). On this question 
I am paired with the senior Senator from New York [Mr. 
WADSWORTH]. I transfer that pair to the junior Senator from 
New York [Mr. CoPELA~l>], who is present, and -vote "rea." 

Mr. PEPPER (when his name was called). I have a pair 
with the junior Senator from New Mexico [Mr. BRATTON]. I 
transfer that pair to the junior Senator from Idaho [Mr. 
GooDING], and vote "nay." 

Mr. SIMMONS (when the name of Mr. RoBINSON of Arkan­
sas was called). I desire to announce that the Senator from 
Arkansas [Mr. RoBINSON], who is absent, would, if present, 
vote " nay " on this amendment. 

Mr. HEFLIN (when Mr. UNDERWOOD's name was called). 
My colleague [Mr. UNDERwooD] is absent on account of illness. 
If he were present, he would vote " nay." 

11Ir. REED of Pennsylvania (when Mr. WADSWORTH's name 
wa scalled). The senior Senator from New York [Mr. WADs­
WORTH] is necessarily absent. He is paired with his colleague, 
the junior Senator from New York [Mr. CoPELAND]. If pres­
ent, the senior Senator from New York would vote "nay." 

The roll call was concluded. 
Mr . .ASHURST (after having voted in the affirmative). 

When I voted, I forgot for the moment that I was paired on 
this question with the junior Senator from Connecticut [l\Ir. 
BINGHAM]. Therefore I withdraw my vote. 

Mr. COPELAND. There seems to be some complication 
about my pair with my colleague. I understand, from the 
announcement made, that I am · at liberty to vote. I vote 
"nay." 

Mr. NEELY. In view of that action on the part of the 
junior Senator from New York, I withdraw the announcement 
I made before, and state that if the senior Senator from New 
York . [Mr. WADSWORTH] were present he would vote "nay "; 
and if I were at liberty to vote, I would vote " yea." My pair 
with him shall stand, in view of the fact that the junior Sena­
ator from New York has now voted. 

Mr. JONES of Washington. I desire to announce that the 
Senator from Iowa [Mr. CUMMINS] is necessarily absent on 
account of ill health. 

.Mr. BLEASE. I do not know how the Senator from Mis­
souri [Mr. WILLIAMS] would vote on this question, and I there­
fore withhold my vote ; but if I were at liberty to vote, I would 
vote "yea." 

Mr. JONES of w ·ashington. I desire to announce the fol­
lowing general pairs : 

The Senator from Colorado [Mr. MEANS] with the Senator 
from Texas [Mr. MAYFIELD]; 

The Senator from illinois [Mr. McKINLEY] with the Senator 
from Virginia [Mr. SWANSON]; ' and 

The Senator from Connecticut , [Mr. BINGHAM] with the 
Senator from Nevada [Mr. PITTMAN]. 

LXVI.l-246 

I also desire to announce the unavoidable absence of the 
Senator from Minnesota [Mr. ScHALL]. 

Mr. GERRY. I desire to announce that the senior Senator 
from Arkansas [Mr. RoBINSON], the junior Senator from Al'­
kansas [Mr. CARAWAY], the junior Senator from Mississippi 
[Mr. STEPHENs], and the senior Senator from Nevada [Mr. 
PITTll.AN] would, if present, vote "nay" on this amendment. 

The result was announced-yeas 21, nays 44, as follows; 
YEAS-21 

Capper 
Couzens · 
Dill 
Frazier 
Harris 
Jones, Wash. 

Bayard 
Broussard 
Butler 
Cameron 
Copeland 
Dale 
Deneen -
Edge 
Edwards 
Fernald 
Fess 

King 
La Follette 
Lem·oot 
McKellar 
Mc)Iaster 
Norbeck 

Fletcher 
George 
Gerry 
Gillett 
Gla~s 
Goff 
Hale 
Harreld 
Harrison 
Heflin 
Kendrick 

Norris 
Nye 
Reed, Mo. 
Sheppard 
Shipstead 
Trammell 

NAYB----44 
Keyes 
McLean 
Metcalf 
Moses 
Oddie 
Overman 
Pepper 
Phipps 
Pine 
Ransdell 
Reed, Pa. 

NOT VOTING-31 
Ashurst Cummins Johnson 
Bingham Curtis Jones, N.Mex. 
Blease du Pont McKinley 
Borah Ernst McNary 
Bratton Ferris Mayfield 
Brookha1·t Gooding Means 
Bruce Greene Neely 
Caraway Howell Pittman 

So Mr. NoRRis's amendment was rejected. 

Tyson 
Walsh 
Wheeler 

Robinson, Ind. 
Sackett 
Shortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Warren 
Watson 
Weller 
Willis 

Robinson, Ark. 
Schall 
Stephens 
Swanson 
Underwood 
Wadsworth 
Williams 

Mr. JONES of Washington. I offer an amendment, which 
I understand the Senator in charge of the bill is willing to 
send to conference for consideration by the conferees. 

Mr. SMOOT. With that statement, I have no objection to 
the insertion of the amendment in the bill. 

The VICE PRESIDENT. The clerk will state the amend­
ment. 

The CHIEF CLERK. On page 334, Biter line 10, after the 
amendments heretofore agreed to, insert: 

RETROACTTVE REGULATIONS 

SEc. 1213. The liability o! any taxpayer under any internal revenue 
law shall be deter-mined (unless such taxpayer otherwise consents or 
requests) in accordance with the Treasury decisions, opinions of the 
Attorney General, and regulati{)ns made by the commissioner or the 
Secretary, or by the commissioner with the approval of the Secretary, 
in force at the time his return was made, whether such return was 
made before or after the enactment of this act. As used in this sub­
division, the term "return " means, in the case of a return which has 
been amended, the return as finally amended. 

The VICE PRESIDENT. The question is on agreeing to the 
amendment. 

The amendment was agreed to. 
:Mr. BLEASE. Mr. President, I propose a short amendment, 

which I send to the desk, to come in after the last section of 
the bill. 

The VICE PRESIDENT. The clerk will read the amend­
ment. 

'l'he CHIEF CLERK. Add after the last section of the bill the 
following: 

Resolved, That in view of the Democratic minority being in favol' 
of the Mellon tax plan, the Senate apologizes to Denby, Daugherty, 
Fall, and Doheny for the part they played in the corruption of the last 
administration, and regret their indictment. ) 

:Mr. SIMMONS. Who offers that amendment? 
The YICE PRIDSIDENT. The junior Senator from South 

Carolina. 
Mr. BLEASE. I ask for the adoption of the amendment. 
Mr. SIMMONS. I think it is really too stupid for us to 

bother with . 
Mr. BLEASE. I ask for the adoption of the amendment. 
Mr. HEFLIN. The amendment is out of order. 
The VICE PRESIDENT. It is in the nature of a resolution 

and not an amendment and is not in order at this time. 
The bill is still in the Senate and opeD. to amendment. If 

there be no further amendment, the question is, Shall the 
amendments be engrossed and the bill read a third time? 

The amendments were ordered to be engrossed, and the bill 
to be read a third time. 

The bill was read the third time. 
The VICE PRESIDENT. The bill having been read three 

times, the question is, Shall the bill pass? 
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1\Ir. NORRIS. l\Ir. President, this bill is a millionaires' tax Mr. REED of Pennsylvania (when Mr. WADS WORTH's name 

reduction bill. was called). The senior Senator from New York [Mr. WADs-
It reduces the personal income tax of 5,694 persons reporting WORTH] is necessarily absent. If he were present, he would 

incomes of $100,000 and more by $120,500,000. vote ' yea." 
It reduces the estate tax of all persons with $100,000 of net Mr. WARREN (when his name was called). I inquire if the 

income while they were alive by $90,000,000. junior Senator from North Carolina [Mr. OVERMAN] has voted? 
It reduces the estate tax of 1924 for the same class of per- The VICE PRESIDE~T. That Senator has not voted. 

sons who had income of $100,000 or more while alive by Mr. WARREN. I have a standing pair with the junior Sena-
$60,000,000. This is a retroactive gift to millionaires' estates I tor from North Carolina, but I am assured that he would vote 
and, in effect, is the same as though we took the money out as I expect to vote. I therefore vote. I vote "yea." 
of the Treasury by direct appropriation. The roll call was concluded. 

It reduces the gift tax for all persons with incomes of Mr. BLEASE. I am paired with the junior Senator. from 
$100,000 or more by $4,500,000. Missouri [1\Ir. WILLIA.Ms]. If he were pre ent, he would vote 

It wipes out the estate tax for all future time, and this tax "yea." If I were at liberty to vote, I would vote "nay." 
would be paid to the greatest extent by the same class of tax- Mr. JO~TES of Washington. I wish to announce that the 
payers. and incidentally reduces the income of the Go¥ern- senior Senator from Iowa [Mr. CuMMINS], the junior Senator 
ment by more than 100,000,000 a year from estate-tax re~al. from Connecticut [Mr. BINGHAM], the junior Senator from 

The total tax reduction, then, for the e 5,694 persons With Idaho [Mr. GoonrNo], the junior Senator from Minnesota 
incomes of $100,000 or more is '275,000,000. [Mr. ScHALL], and the senior Senator from Vermont [Mr. 

There were approximately 4,085,000 taxpayers with incomes GREE_-E] are all absent on account of ill health. I understand 
of less than $100,000. For this class of taxpayers the reduc- they would all vote "yea" on the passage of the bill. 
tions amount to $201,500,000. I wish to announce that the Senator from Kansas [Mr. 

The a-verage tax reduction gi\"en by this bill to persons with CURTIS] is absent on account of illness. If present he would 
incomes of $100,000 and more is $48,000 each. have voted " yea " on the passage of the bill. 

The average reduction for persons with incomes of less than Mr. SACKETT. The pair of my colleague [Mr. ER~ST] with 
$100,000 is $49 each. the Senator from Nebra ·ka [lfr. HowELL] has been announced. 

The bill continues the secrecy provisions of the income tax I I wish to state that if my colleague were present he would 
law, under which all the e frauds against the Government vote "yea." ' 
discovered by the select committee of the Senate were com- :\Ir. NORRIS. I desire to announce that the senior Senator 
mitted. It continues the se~recy ~lanse to protect any futw;e I from California [~1r. JOHNSO~] is paired with the senior Sena­
and comparable frauds wh1ch m1ght develop and secrecy IS tor from Arkansas [Mr. RoBIXSON]. If the senior Senator 
always an inducement to fraud of one character or another. from California were pre ent, he would vote "nay." 

The bill gi¥es a sub.Jdy to the oil industry, which is esti-~ I desire also to announce that the junior Senator from Iowa 
mated as high as $40,000,000 a year. The oil industry, criti- [Mr. BROOKHART] is necessarily absent. He is paired with the 
cized by the consumers for the high prices charged for gaso- junior Senator from Arkansas [::\fr. CARAWAY]. If the junior 
line and crude oil, is now told by this bill to deduct 50 per I Senator from Iowa were present, he would vote "nay." 
cent of its net income before it pays any tax at all. Accord- Mr. GERRY. I desire to announce that the senior Senator 
ing to estimates given by the counsel for the select committee from Arkansas [Mr. RoDINSO)f], if present, would vote "yea," 
of the Senate, this bill. tells the oil industry that 50 per cent as would the junior Senator from Arkansas [l\Ir. CARAWAY], 
of tlle net income is tax exempt. There is no comparable ex- the junior Senator from Mississippi [l\Ir. STEPHENS] the Sena­
emption for the farmer, the business man. the professional tor from Nevada [Mr. PITTMAN], the Senator from New 1\.Iexico 
man, and the individual, other than the exemption allowed [l\Ir. Jo~Es], and the Senator from Virginia [Mr. SwANSON]. 
an individual on earned income. l\lr. HARRISON. And the Senator from Alabama [.Mr. 

Mr. SIMM:OXS. l\1r. Pre ·ident, contrary to the figures given UNDERWOOD]. 
by the Senator from Nebraska, the reductions given ?n in- The re ·ult was announced-yeas 58, nays 9, as follows: 
comes of $100,000 in surtaxes amount to $46,000,000 m the YEAS-58 
normal tax $90,000,000. malting a· total of $136,000,000. Ashut·st Fess King 

The YICE PRESIDE~T. The question is, Shall the bill Bayard Fletcher Lent·oot 
Pass? Broussard George McKellar 

Butler , Gerry McLean :Mr. REED of Penn~ylvania. I ask for the yeas and nays. cameron Gillett 1\lcNa.t'Y 
The yea and nay. were ordered, and the Chief Clerk pro- Capper Glass Metcair 

ceedecl to call the roll. g~g~~~~d ~or Moses 
l\Ir. FERRIS (when hi.· name was called). I have a pair Dale H:r~eld ~~~\~ 

with the senior Senator from Kansas [~fr. CURTIS]. I am in- Deneen Harris Pepper 
formed that if he were present he would vote "yea." I there- ~Ule ~~fif~son ~~~~ps. 
fore am at liberty to vote, and I vote "yea." Ed~·ards Jones, Wash. Ransdell 

l'Hr. FLETCHER (wllen his name was called). 1\faking the Fernald Kcndl'ick Heeu, Pa. 
same announcement a bt-fore, I vote "yea." I1'erris Keyes Rouinson, Ind. 

1\Ir. HOWELL (when his name was called). I have a pair NA.YS-9 · 
with the senior Senator from Kentucky [Mr. En~sT]. I there- Frazi t-r Noz·beck Nye 
fore withhold my vote. If I were permitted to vote, I should kr~ii~~~::,~e Nonis Reed, Mo. 
vote "nall" NOT VOTING-!?9 

l\Ir. UcN:A.RY (when his name was called). Upon this vote Bingham Curtis McKinley 
I have a pair with the Senator from 1\laryland [Mr. BRUCE]. Blea8e du Pout Marfieltl 
I am advised that if pre ent he would vote as I am about to ~~~ri~n ~~~~~ug 61i:r~an 
vote. I vote "yea." Brookhart Greene Pittman 

1\lr. SHEPPARD (when ~Ir. 1\lAYFIELD's name was called). Bruce Ho.vell Robinson, .Ark. 
The junior Senator from Texas [1\lr. MAYFIELD] is detained on Caraway Johnson Schall 
account of ilLness. If present he would vote "yea." Cummins Jones, N. Me:r. Stephens 

Mr. NEELY (when his name was called). On this question So the bill was passed. 

Sackett 
Sheppard 
Sl.tortridge 
Simmons 
Smith 
Smoot 
Stanfield 
Trammell 
Tyson 
Wanen 
Watson 
Weller 
Willis 

Shipstead 
Wheeler 

Swanson 
Underwood 
Wadsworth 
Walsh 
Williams 

I have a pair with the senior Senator from New York [Mr. Mr. S.:\IOOT. :Mr. Pre ·ident, I ask unanimous consent that "T ADS WORTH]. I am informed that if he were present he would there may be printed, with the Senate amendments numbered, 
vote as I would, and I therefore vote "yea." 1,000 copies of the bill as it passed the Senate. 

:\Ir. PEPPER (when hi· name was called). On this question The VICE PRESIDENT. Without objection it is so 
l am paired with the junior Senator from New Mexico [Mr. ordered. · 
BRATTON]. I am advised that if he were present he would vote l\fr. S:\IOOT. I move that the Senate insist upon its amend-
as I intend to vote. I vote "yea." ments and ask for a conference with the House, aud that the 

Mr. FESS (when Mr. SCHALL's name was called). I wish to Chair appoint the conferees. 
make the announcement that the junior Senator from Min- The motion was agreed to. 
nesota [l\Ir. ScHALL] is absent on account of illness. Were he l\Ir. S~100T. Ordinarily the conferees on the part of the 
present, he would vote "yea." majority would be the Senator from Utah [Mr. SMOOT], the 

Mr. HEFLIN (when Mr. UNDERWOOD's name was called). Senator from Connecticut [Mr. McLEAN], and the Senator 
Making the same announcement as before with reference to the from Kansas [:Mr. CURTIS]. · The Senator hom Kansas, as 
ab:ence of my colleague [Mr. U~DERWOOD], I wish to state that we all know, is ill and does not feel that he is strong enough 
if he were present, he would vote " yea." to undertake the work and asks that he be excused. The 
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Senator from Indiana [::\lr. WATSON] is engaged almost daily 
and hourly with his labors on the Interstate Commerce Com­
mittee, and therefore asks that he be excused for that reason. 

Also, in behalf of the minority, and at the request of the 
Senator from North Carolina [Mr. SIMMONs], I wish to state 
that on account of the illness of the Senator from New ·uexico 
[Mr. JONES] it is impossible for him to serve, and that the Sen­
ator from Rhode Island [Mr. GERRY] will be asked, in connec­
tion with the Senator from North Carolina [Mr. SIMMONS], 
to be a member of the conference committee. I now ask that 
the Chair appoint the conferees. 

The VICE PRESIDENT. The Chair appoints as conferees 
on the part of the Senate the Senator from Utah [Mr. SMOOT], 
the Senator from Connecticut [Mr. McLEAN], the Senator from 
Pennsylvania [Mr. REED], the Senator from North Carolina 
[Mr. SIMMONS], and the Senator from Rhode Island [Mr. 
GERRY]. 

Mr. KING. l\fr. President, I voted for the bill which has 
just passed the Senate. I did so with the greatest reluctance. 
It does not meet my views in many particulars. It gives a 
bounty or gratuity to the oil industry amounting to approxi­
mately $50,000,000 per annum. There is no justification for this 
provision of the bill. It can not be defended upon the ground 
that gratuities and special favors are necessary for the pur­
pose of developing the oil industry in the United States. 

We know that the Standard Oil Co. and other large 
concerns practically control the oil fields and the oil industry 
and that their profits are stupendous. To thus single out an 
industry and augment their annual earnings of those engaged 
therein and relieve them from the payment of taxes to the 
Government can not, in my judgment, be defended. 

The bill· also is indefensible in that it remits taxes due 
from the estates of rich decedents and strikes down the entire 
estate-tax system as it has been adopted by the Federal Gov­
ernment. There are many other features which are obnox­
ious. However, it does relieve millions of people of some tax 
burden and contains some features which constitute a marked 
improvement over the existing law: I hope that the bill as it 
emerges from the conference will be an improvement over its 
vresent form. One of the reasons inducing me ·to support it 
is founded upon the hope and the expectation that the con­
ferees named by the House will insist upon eliminating many 
of the obnoxious features which are found in the bill as we 
have just passed it. 

TREASURY AND POST OFFICE APPROPRIATIONS 
Mr. WARREN. Mr. Pr.esident, I move that the Senate pro­

ceed to the consideration of House bill 5959, making appropria­
tions for the Treasury and Post Office Departments. 

The motion was agreed to; and the Senate, as in Committee 
of the Whole, proceeded to consider the bill (H. R. 5959) 
making appropriations for the Treasury and Post Office De­
partments for the fiscal year ending June 30, 1927, and for 
other purposes, which had been reported from the Committee 
on Appropriations with amendments. 

ADJOURNMENT TO MONDAY 

Mr. Sl\IOOT. I move that the Senate adjourn tmtil Monday 
next. 

The motion was agreed to; and the Senate (at 11 o'clock and 
10 minutes p. m.) adjourned until Monday, February 15, 1926, 
at 12 o'clock meridian. 

HOUSE OF REPRESENTATIVES 
FRIDAY, Febru(J;ry 1~, 1926 

The House met at 12 o'clock noon. 
Right Rev. Mgr, P. 0. Gavan, pastor Sacred Heart Church, 

Washington, D. C., offered the following prayer: 

Almighty and everlasting God, who through Jesus Christ 
has revealed the wonders of Thy glory and power to all na­
tions, but in a most exceptional and preeminent degree, far 
beyond all others, to this our own beloved country, look gra~ 
ciously down upon these Thy servants gathered together in 
this memorable hall of legislation. Enlighten their under~ 
standing with the rays of Thy wisdom, inflame their hearts 
with an abiding love of their fellow men, strengthen their 
wills to hold steadfastly, under all circumstances, to what 
is right and true and just, so that in their deliberations here 
and in all their activities elsewhere they may ·keep ever in 
view this threefold objective-the preservation of peace, the 
promotion of national happiness, the reign and supremacy of 
law and order in our divinely favored Republic. 

We pray Thee, likewise, help us to take to heart and make 
effective in our life the sublime lessons of exalted patriotism 

and noble living taught us so strikingly and heroically by that 
immortal martyred President of beloved and sacred memory, 
the anniversary of whose birth we commemorate to-day. 

We ask these favors of Thee, 0 God, through Jesus Christ, 
Thy Son, our Lord and Savior. Amen. 

The Journal of the proceedings of yesterday was read and 
approved. 

CALL OF THE BOUSE 
Mr. RUBEY. Mr. Speaker--
The SPEAKER. For what purpose does the gentleman from 

Missouri arise? · 
1\fr. RUBEY. Mr. Speaker, this is Lincoln's birthday and 

we are to have his Gettysburg address read. I think the Mem­
bers of the House ought to have an opportunity to hear it, and 
therefore I make the point of order that there is no quorum 
present. 

The SPEAKER. EviQ.ently there is no quorum present. 
Mr. TILSON. Mr. Speaker, I move a call of the House. 
A call of the House was ordered. 
The Clerk called the roll, and the following Members failed 

to answer to their name : 
[Roll No. 33] 

Aldrich Fenn Lanham Robsion, Ky. 
Andrew Flaherty Lee. Ga. Rogers 
Bacharach Fort Lindsay Rouse 
Beedy Fredericks Lineberger Rowbottom 
Berger F;ree Luce Sander . N.Y. 
Black, N.Y. Fuller McFadden Sears, Fla. 
Bulwinkle Funk McSwain Smithwick 
Butler Gallivan Madden Sosnowski 
Carter, Calil. Gambrill Magee, Pa. Stobbs 
Chindblom Gibson Mead Sullivan 
Collins Gilbert Mills Sumners, 'Tex. 
Corning Golder Montague Swartz 
Cox Graham Morin Swing 
Cramton Greenwood Nelson, Me. Swoope 
Curry Griffin O'Connell, N. Y. Thompson 
Davenport Hawes O'Connor, N.Y. 'Tincher 
Davey Hudson Oliver, N.Y. Up haw 
Dempsey Hull, Tenn. Peavey Vare 
Dickinson, Iowa Hull, William Ill. Perlman Yoigt 
Dickstein .James Phillips Weller 
Dominick Johnson, Wash. Quayle Welsh 
brane Kelly • Ransley White, Kans. 
Drewry Kendall Rathbone Wood 
Dyer Kindred Reed, A.rk. Yates 
Esterly Knutson Reed, N. Y. Zihlman 

The SPEAKER. Three hundred and twenty-nine Members 
have answered to their names, a quorum is present. 

1\:fr. TILSON. Mr. Speaker, I mo\e that further proceedings 
under the call be dispensed with. 

The motion was agreed to. 
TERMINATION OF COAL STRIKE 

The SPE.AKER. The Chair desires to make an announce­
ment, which he knows will be of great interest to the House. 
The Chair was informed a short time ago officially by the Sec­
retary of Labor that the coal strike is finally settled. (AI>­
plause.] And that the parties have entered into a five-year 
contract. [Applause.] 

LINCOLN' S GETTYSBURG .ADDRESS 

The SPEAKER. Under order .of the House, Lincoln's Gettys~ 
burg Address will be read by the gentleman from Colorado 
[Mr. TIMBERLAKE], and the Chair will ask the gentleman to 
take his place at the Clerk's desk. [Applause.] 

Mr. TIMBERLAKE (reuding)-
Fourscore and seven years ago our fathers brought forth on this 

continent a new Nation, conceived in liberty and dedicated to the 
proposition that all men are created equal. 

Now we are engaged in a great civil war, testing whether that Na­
tion, or any nation so conceived nnd so dedicated, can long endure. 
We are met on a great battle field of that war. We have come to 
dedicate a portion of that .field as a final resting place for those who 
here gave their lives that that Nation might live. It is altogether 
fitting and proper that we should do this. 

But, in a larger sense, we can not dedicate-we can not consecrate-­
we can not hallow-this ground. The brave men, living and dead, who 
struggled here have consecrated it far above our poor power to add or 
detract. The world will little note nor long remember what we say 
here, but it can never forget what they did here. It is for us, the 
living, rather, to be dedicated here to the unfinished work which they 
who fought here have thus far so nobly advanced. It is rather for 
us to be here dedicated to the great task remaining before us-that from 
these honored dead we take increased devotion to that cause for which 
they gave the last full measure of devotion ; that we here highly re­
solve that these dead shall not have died in vain; that this Nation, 
under God, shall have o. new birt h of freedom; and that government 
of the people, by the people, for the people, shall not perish from the 
earth. 

[Applause.] 
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